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MONDAY, JANUARY 9, 1956 


Unirep Srares SENATE, 
SuBCOMMITTEE ON MiLiTary PRrocUREMENT, 
OF THE COMMITTEE ON SMALL Business, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:20 a. m., In room 
457, Senate Office Building, Senator George A. Smathers (chairman 
of the subcommittee) presiding. 

Present: Senators Smathers and Thye. 

Also present: Lewis G. Odom, Jr., chief counsel; William D. Amis 
and Robert L. Weadock, professional staff members; and Robert A. 
Forsythe, administrative assistant to Senator Thye. 

Senator Smaruers. Gentlemen, the meeting will come to order, I 
will read a very brief opening statement. 

This is the first of a series of hearings scheduled for this session 
of Congress by the Subcommittee on Military Procurement of the 
Senate Small Business Committee. Each year this committee hears 
representatives of small-business firms who testify concerning the 
difficulties encountered by them in attempting to obtain military 
contracts, 

The committee, each year, also receives the reports from the military 
departments on the status of their individual small-business programs. 
We will be particularly interested in the steps taken by the various 
cepartinents to resolve the difficulties mentioned during the hearings 
last year and the action they have taken to implement the recommenda- 
tions made by the committee in its report. 

Although the hearings scheduled for today and tomorrow will be 
limited to complaints from small-business men and to re presentatives 
of the military departments, the subcommittee expects to hold exten- 
sive hearings later in the session, looking into all phases of the small- 
business programs in the military departments, and small-business 
participation generally in Government purchasing and procurement. 

Senator Sparkman, chairman of the full committee, and I, as 
chairman of the subcommittee, are most interested in the high per- 
centage of negotiated contracts in military procurement and the ap- 
parent abuse of the provision in the Armed Services Procurement 
Act which gives procuring activities what amounts to an unlimited 
discretion in deciding whether contracts should be advertised or 
negotiated. 

We are following closely the hearing currently being held by the 
House Armed Services Committee on this subject, and we have taken 
under consideration legislation which parallels that introduced by 
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Mr. Vinson and which will tend to promote advertised competitive 
bidding. 

I am greatly concerned over the recent reports that small-business’ 
share of the total military procurement declined to 21.8 percent in fis- 
cal year 1955 compared to 25.1 percent in fiscal year 1954. I do not 
think this necessarily reflects a lack of official interest in the small- 
business welfare nor a lack of policy or program on the part of the De- 
partment of Defense. 

The problem, as I see it and have stated before, is that there is not 
an effective implementation of these well-meaning Po directives 
at the operating levels. For instance, today we will hear testimony 
concerning one emergency-type procurement for, roughly, a quarter 
of a million dollars which very easily could have been awarded to 
small business, certainly a goodly share of it, in any event. However, 
perhaps, because of a lack of education concerning the small-business 
peagean in the technical sections developing the requirements, only 
vig businesses were contacted for the negotiation. 

In another case that we will hear today, there will be set forth a 
recitation of the numerous administrative difficulties and delays, and 
the resultant heavy financial burdens, which recently confronted a 
small-business man in his attempts to satisfactorily conclude a De- 
— of Defense procurement for which he was initially the low 

idder. 

These and a score of other difficulties are not unfamiliar to the com- 
mittee nor to the military departments. Each year we continue to hear 
the same or similar complaints, such as short lead time, emergency 
purchases, single-source procurements, and inadequate specifications, 
to mention only a few. 

It is our hope that, as a result of these public hearings on repre- 
sentative procurement problems confronting small-business men, ways 
and means will be discovered, and made known to the Military, which 
na preclude similar or related difficulties from occurring in the 

uture. 

We will also hear today from the representatives of the military de- 
partments, who will reply to the specific questions on procurement 
procedures and practices, as will be brought out in the testimony to- 
day and tomorrow. 

Without objection, I will include, as a part of the record, two cases. 

Mr. Opom. One is a letter of October 7, 1955, received by the com- 
mittee from the Borden Metal Products Co., Elizabeth, N. J., which 
complains of the restricted conditions of the specifications in invita- 
tion for bid No. 151-2874A-56 issued by the Department of the Navy. 
We ask that it be included in the record, together with the accompany- 
ing correspondence. 

(The letters referred to follow :) 


BoRDEN METAL PRopUCTs Co., 
Elizabeth, N. J., October 7, 1955. 
Hon. ALEXANDER SMITH, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: We are attaching herewith a letter which we have written to 
the commander at the Philadelphia Naval Shipyard with a copy to the Chief of 
the Bureau of Ships. We feel that the situation will be clear to you from the 
context of the attached letter. 

Our action in forwarding you a copy of this letter is to point out the apparent 
exclusion on this inquiry of all products except that of a particular and specific 
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manufacturer. The inquiry does not name this manufacturer, but the restrictions 
outlined are of such a nature that only the particular manufacturer could quote 
in accordance with the requirements. 

It does not seem to the best interests of the economy of the Federal Government 
to permit the continuance of such a practice which absolutely removes all com- 
petitive bidding. Our estimate of the cost of the material involved in this invita- 
tion to bid would be on the order of $15,000 to $25,000, 

Respectfully, we remain, 

Very truly yours, 
D. C. McPHEE, Sales Manager. 


BorDEN METAL PRopvucrs Co., 
Elizabeth, N. J., October 7, 1955. 
Re Invitation No. IF B-2874—56 702 1956 DER program. 


COMMANDER, PHILADELPHIA NAVAL SHIPYARD, 
United States Naval Base, Philadelphia, Pa. 


Dear Sir: We write with respect to the above numbered invitation which 
refers to the Spec. MIL—G-—18015 (ships) dated May 20, 1954. 

Although this specification describes grating for shipboard use, the exclusions, 
exceptions, and special conditions outlined in your invitation are such as to 
preclude the possibility of quoting on the material described by this specification. 
The material as described by the invitation limits this to the product of a single 
manufacturer to the best of our knowledge. 

We wish to point out in particular that item No. 3 in the description refers to 
the fact that the material must be of single-piece construction. The description 
goes on to mention that any crevices or openings between pieces would be undesir- 
able inasmuch as these openings would permit the entry of salt water and cause 
ultimate corrosion. 

On the other hand, item No. 4 permits furnishing material in 6-inch widths. It 
would seem, therefore, that when this material was put in place the 6-inch width 
would necessitate a joint for the full length of the piece as these widths were laid 
down to cover the required area. These joints every 6 inches will certainly pro- 
vide the exact condition which is described in item No. 3. 

It would seem that it is not to the best interest of the Navy to specify a 
material in such a way as to limit its purchase to the product of a single manu- 
facturer. The resultant removal of competitive bidding can only result in an 
ultimately higher cost to the Government. 

Very truly yours, 
D. C. McPueer, Sales Manager. 


UNITED STATES SENATE, 
SELEcT COMMITTEE ON SMALL BUSINESS, 
October 18, 1955. 
‘Capt. CHARLES A. BLICK, 
Office of Naval Material, Department of the Navy, Washington 25, D. C. 
DreArR CAPTAIN BLICK: I am enclosing herewith a copy of a letter we have 
received from Mr. D. C. McPhee of the Borden Metal Products Co., Elizabeth, 
N. J., in which he complains of the specifications set forth in Navy’s IFB No. 
2874-56. 
It would be appreciated if you would look into this matter and furnish us with 
appropriate information for reply. 
Thank you for your cooperation in this matter. 
Sincerely, 
JOHN SPARKMAN, Chairman. 


DEPARTMENT OF THE Navy, 
OFFICE OF NAVAL MATERIAL, 
Washington, D. C., December 7, 1955. 
Hon. JoHN SPARKMAN, 
United States Senate, Washington, D. C. 


My Dear SENATOR SPARKMAN: This is in further reply to your letter of October 
18, 1955, requesting the Navy to look into a complaint registered by the Borden 
Metal Products Co. of alleged restrictive specifications contained in invitation 
for bid IFB 151-2874A-56. The delay in submitting a final report on this 
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matter to your committee was occasioned by the need for a careful review and 
reevaluation of the specifications in question by technical personne! of the Bureau 
of Ships and the Philadelphia Naval Shipyard. 

This review has indicated that there is no justification for inclusion of the 
requirement that the grating to be procured under IFB 151—2874A-56 must be 
of single-piece construction. Accordingly, the Philadelphia Naval Shipyard has 
been requested to cancel IFB 151-2874A-56 and readvertise its requirements, 
eliminating from the new invitation for bids the restrictive condition that single- 
piece construction grating shall be furnished. Future procurements of aluminum 
grating will be effected in strict conformance with the Navy's overall policy of 
obtaining maximum competition for required supplies and services. 


Your interest in bringing this matter to our attention for corrective action is 
appreciated. 


Sincerely yours, 


M. L. Royar, 
Vice Admiral, SC, USN, Chief of Naval Material. 


Mr. Opom. The other involves a decision of the Comptroller General 
( B-116678) dated September 6, 1955, on a complaint filed by the Foil- 
craft Printing Corp., of Brooklyn, N. Y., regarding the vague and mis- 
leading specifications i in an invitation for bid issued by ‘the a 


ment of the Army. ‘These are typical of numerous cases brought to 
the committee’s attention each year. 


Senator SmatruHers. Without objection, they will be included in the 
record. 


(The decision referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., September 6, 1955. 
The honorable the SECRETARY OF THE ARMY. 

Dear Mr. SECRETARY: Further reference is made to your letter of May 5, 1955, 
forwarding a letter dated September 13, 1954, from Aranow, Brodsky, Einhorn 
& Dann, attorneys for the Foileraft Printing Corp., Brooklyn, N. Y., and other 
enclosures. The attorneys request reconsideration of decision dated August 26. 
1953, B—116678, to you, relative to an error alleged by the corporation to have been 
made in its bid submitted in response to invitation No. QM-30—280-53-797, dated 
March 17, 1953, and on which contract No. DA 30—-280-QM-33209 was awarded. 
Receipt of your letter dated July 14, 1955, with enclosures, is also acknowledged. 

In the decison of August 26, 1953, it was held that, since the corporation had 
verified its bid prior to award, the acceptance of the bid constituted a valid and 
binding contract with the result that there was no legal basis for releasing the 
corporation from liability under the contract or for increasing the price specified. 

The present record indicates that on September 3, 1953, the vice president of 
the Foilcraft Printing Corp., advised the purchasing agent by telephone that the 
corporation would not perform under the contract ; that by letter dated September 
24, 1953, the contracting officer advised the corporation that pursuant to article 11 
of the contract its right to proceed with the performance of the contract was 
terminated ; and that subsequently replacement contracts were entered into with 
other companies, which resulted in an excess cost to the Government. 

In their letter of August 12, 1954, Foilcraft’s attorneys contend that (1) 
the specifications were vague and misleading; (2) that the corporation did 
not receive treatment equal to that of other bidders or contractors whose like 
errors were specifically called to their attention; and (3) that, despite the 
request for verification—which was made over the telephone by a subordinate of 
the contracting officer— the Government did not discharge its duty to the cor- 
poration in accordance with the test established by the case of United States v. 
Metro Novelty Manufacturing Co., Inc. (125 F. Supp. 713). There the court 
stated as follows: 

“Cross motions are presented for summary judgment. Plaintiff seeks to 
recover $12,000 damages from defendant for its failure to carry out a $6,000 
bid for uniform ornaments. Defendant claims a mistake in the computation of 
the bid. Plaintiff admits that the error was so gross that it was placed on 
notice. It further admits that the only consequence of defendant’s failure to 
perform was the acceptance of the second lowest bid and that there was no 
damage to the Government from the delay in execution which resulted from 
defendant’s participation in the bidding. 
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“Plaintiff's purchasing agent sought to avoid the force of Aemp v. United 
States (D. C. Md. 1941, 38 F. Supp. 568), by telephoning the defendant and 
asking for a verification of the bid and by having it confirmed by telephone 
and letter from defendant's president. Plaintiff, however, did not put defendant 
on notice of the mistake which it surmised. Reaffirmation of the bid under 
these circumstances does not bar the defense of rescission 

“Defendant’s motion for summary judgment is granted.” 

The basic facts in the present case are similar to those in the Metro case in 
that in each of the cases the low bidder quoted approximately one-half of the 
price quoted by the next-lowest bidder ; that, because the contracting officer sus 
pected an error in the bid, each bidder was requested by telephone to verify 
its bid; and that, after verification and award, each bidder alleged an error 
in its bid. Also it is now reported in a memorandum dated March 24, 1955 
from the Office of the Quartermaster General to the Deputy Chief of Staff for 
Logistics, as follows: 

“It should be noted in this connection that invitation for bids No. QM 30-280 
53-932 was opened on May 12, 1953, 2 days prior to the request for verification 
from Foilcraft. As a result of noting a possible error on Foilcraft's bid on May 
14, 1953, the contracting officer requested a verification from the Kennedy Car 
Liner & Bag Co., low bidder under I/B QM—032 in substantially the same lan 
guage as used in the request to Foileraft. Kennedy Car alleged a mistake 
on May 18, 1953, and asked to have its bid disregarded. Foilcraft, however, in 
reply to the request for verification of its bid on May 14, 1953, confirmed its bid. 
It is true, however, that information concerning the mistake alleged by Kennedy 
Car Liner & Bag Co., was not included in the contracting officer’s report to the 
Comptroller General on July 10, 1953. Kennedy's mistake and the circumstances 
of its discovery may have some relevance with respect to the contracting officer's 
duty, if any, to go behind Foilcraft’s verification.” 

Generally, when a bidder is requested to and does verify his bid, the subse 
quent acceptance of the bid consummates a valid and binding contract. See 
18 Comptroller General 942 and 27 idem 17. In the present case, however, the 
record now indicates that, although Foilcraft was asked whether the item 
offered met the two specifications cited in the invitation, the contracting officer 
at the time of the award not only suspected an error in the corporation's bid 
but surmised that the bid was based on material meeting only one of the specifi 
cations, as was the bid of the Kennedy Car Liner & Bag Co. In these circum- 
Stances, there appears to be serious doubt that the request for verification as 
made did in fact meet the standard required by the Metro case. Considering 
this along with the fact that a number of other bidders under subsequent similar 
invitations apparently made the same type of error in their bids, which indi- 
cates that the specifications could be held to have been ambiguous or misleading, 
as alleged by Foilcraft, we would not feel warranted in adhering to the con 
clusion that the purported acceptance of the low bid of Foilcraft did result in 
a valid and binding contract. 

The indebtedness reported against Foileraft, therefore, should be canceled and 
any amounts withheld from the corporation on account of the excess cost 
should be paid to it. 

Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 


Senator Smatuers. Who do we have as our first witness / 
Mr. Opom. Mr. Seymour Wallas. 

Senator Smatruers. Mr. Wallas, will you come forward. 
Will you identify yourself ? 


STATEMENT OF SEYMOUR WALLAS, PRESIDENT, SEYMOUR 
WALLAS & CO., ST. LOUIS, MO. 


Mr. Wattas. I am president of Seymour Wallas & Co., St. Louis, 
Mo., a Missouri corporation. 

Senator Smatuers. Mr. Wallas, do you have a statment there or 
do you want to be interrogated ¢ 

Mr. Wattas. I don’t have a statement, sir. 
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Senator Smatuers. Mr. Odom. 

Mr. Ovom. Mr. Wallas, will you proceed in your own way and tell 
the chairman what the facts are concerning this matter that you 
brought to the committee’s attention ? : 

Mr. Wattas. Well, may I just one that by saying that, pri- 
marily, all of our production facilities are devoted to Government 
work for various governmental agencies, and we produce in the 
vicinity of a million dollars annually for these agencies. : 

On August 10, an invitation to bid was opened at the Aviation 
Supply Office for 100,400 life-preserver covers. The bid proposal 
contained a qualification paragraph which stated that the product 
must be qualified but that the fact that the product was not qualified 
prior to bidding would not preclude the bidder from subsequently 
qualifying the item. Subsequent to the public opening it was ap- 
parent that we were the low bidder for about 75 to 80 percent of the 
procurement and another company was the apparent low bidder 
for the balance. 

Mr. Opom. May I interrupt you at this point? What size com- 
pany do you own and operate ! 

Mr. Wattas. In terms of personnel ? 

Mr. Ovom. Yes. 

Mr. Watuas. Approximately 135 people employed in our plant. 

Mr. Ovom. Thank you very much. 

Mr. Wat.as. We receievd advice that we were the apparent low 
bidder, and, because of the size of the procurement and the fact that 
that qualification was involved, I went to Philadelphia and saw Mr. 
Bartman who was the civilian -handling this procurement. That 
was on the following Monday. 

The bid was opened on the 10th and I was at Mr. Bartman’s office 
in Philadelphia on the 15th. I discussed the procurement with Mr. 
Bartman and he indicated at that time that, naturally, it would 
be necessary for us to qualify. He also indicated that this procure- 
ment was urgent and that the procuring office wished to make an 
award within the next 2 weeks—10 days to 2 weeks. 

Mr. Bartman was also very helpful in telling me what I would 
have to do insofar as the qualification procedures were concerned. 
And, from his office, I immediately went to the Naval Shipyard Lab in 
Philadelphia and saw Mr. Alpert who I presumed would be the project 
engineer in charge of the life-preserver covers. I would like at this 
time to point out that this particular bid did not cover a complete 
preserver, it only entailed the fabrication of the cover. 

When I saw Mr. Bartman I pointed out to him that I thought we 
should only have to qualify for the cover of the life preserver inasmuch 
as we were not furnishing any other components. His off-the-cuff re- 
action to that was that we would have to qualify for the entire pre- 
server in view of the fact that it had not been spelled out in the bid 
proposal. 

From Mr. Bartman’s office I went to see Mr. Alpert who gave me all 
of the details that were involved in qualifying for the life preserver. 
And, to Mr. Alpert I expressed my concern over the fact that we were 
to qualify for the entire preserver. Conceivably, we could have a 
failure in the qualification test that would originate from a component 
we were not going to furnish. 
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Senator Smaruers. I did not get it quite clear. When this pro- 
curement was first advertised, was that for a full preserver or for just 
a part of it? 

Mr. Watvas. Just for the outside cover. 

Senator Smaruers. That is what you bid on? 

Mr. Watas. That is correct. That is what the bid called for. 

Mr. Alpert told me I would have to go to Washington and see Mr. 
Webster to initiate the qualification testing, and the following morn- 
ing I was in Washington. 

Mr. Opom. At this point when you had this conversation with Mr. 
Alpert, did you ask him whether it would be necessary for you to 
have your cover tested or whether it would be necessary for you to 
have the whole life preserver and the cover tested ? 

Mr. Wattas. Well, he said he really had no control over that area 
of the qualification; so far as he was concerned he would have to test 
the entire preserver. 

He also pointed out to me at that time that one of the tests involved 
in qualifying the preserver involved the webbing, the straps that you 
see hanging off, which had to be subjected to a burial test which 
would take approximately 3 weeks. 

Of course, when he told me there was a 3-week burial test on the web- 
bing and since Mr. Bartman had indicated that he wanted to make the 
award in 10 days to 2 weeks, it became obvious we were not going to 
have much chance to qualify for this procurement. 

However, the following morning I went to Washington. Mr. Web- 
ster was out of town and I saw Mr. Marcellino and discussed —— 

Mr. Opvom. Marcellino—Does he work in Mr. Webster’s office ? 

Mr. Wattas. I believe he is Mr. Webster’s assistant. I am not 
sure as to his position. 

When I spoke with Mr. Marcellino, he advised me that he would 
assign a number for the qualification test and that we should arrange 
to send a check to the shipyard, I believe for $200, to cover the testing 
of the cover, which I had arranged by phone. 

He also said that he could not initiate these tests until he received a 
request in writing and I told him that I had letterheads at my hotel 
room in New York but had none with me and I would handwrite there 
a request for the test to be initiated and would follow it up with 
a formal typewritten letter. 

Mr. Opvom. Did he raise any objections to that procedure at that 
time? 

Mr. Wattas. He seemed a little dubious about it. I said, “I don’t 
see what difference it makes. It is just as formal. I am an author- 
ized officer of the corporation.” 

Mr. Opom. Did he take it ? 

Mr. Watuas. He took it. Several days elapsed and I contacted Mr. 
Alpert at the laboratory in Philadelphia, and he told me that he had 
received no authority to proceed with the tests. 

I then phoned Washington and found out that Mr. Marcellino 
did not want to proceed with the initiation of the tests until he received 
a typewritten authorization, which subsequently he received and a 
number was assigned and the test proceeded. 

Mr. Ovom. Up until that point, had you received any information 
as to whether the preserver itself should be tested—the whole pre- 
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server should be tested or just the cover, any information other than 
what you have told the committee thus far ? 

Mr. Watuas. I would have to refresh my memory. I had a con- 
versation with Mr. Amey, I believe, of the Department of Defense, 
and he subsequently, I think—I don’t know the date—subsequent to 
my going to Washington to initiate the tests—indicated that the tests 
would be run on the cover only. 

Mr. Opom. You don’t recall how long after your original conver- 
sation with Mr. Bartman that was, do you? 

Mr. Wauxas. If I may refer to these notes, I can tell you. 

I would say it was between the 18th and 22d of August, just in be- 
tween there. I can give you the exact date later by going through 
my copy. 

Mr. Opom. You may proceed. 

Mr. Wattas. After visiting Washington I went back to see Mr. 
Bartman in Philadelphia at the procurement end and indicated to 
Mr. Bartman that, from the information I had learned that he was 
going to proceed with the procurement within 10 days to 2 weeks, 
it would be a physical impossibility for us to qualify, due to the length 
of time required for this burial test on the webisine. 

At that time I submitted a letter to Mr. Bartman which outlined 
our position and asked for some definitive response from him in the 
sense that they would or would not wait until we had an opportunity 
as low bidder to qualify. Mr. Bartman did not give me any responsive 
answer in the sense that he would or would not. He did not give me 
any answer, 

I told Mr. Bartman at that time I was disturbed about this and that 
I didn’t intend to have my opportunity as low bidder negated by this 
technicality involved in the qualification. 

And, subsequent to seeing Mr. Bartman, I went to Washington to 
Senator Symington’s office, who put me in touch with Mr. Amis of 
the Small Business Committee. 

Mr. Opom. What has transpired subsequently ? 

Mr. Wat.as. Subsequent to my meeting with Mr. Amis, Mr. Amis 
told me that the procurement would be deferred pending the comple- 
tion of the qualification tests. And that was all that I was asking, 
and I went back to St. Louis. 

However, the following week I heard that the second low bidder had 
been in Washington, protesting the possibility of an award to us, on 
the grounds that we had not been qualified. I then contacted Mr. 
Amis, and told him that I had not employed any tactics that involved 
any derogatory comments about competition; all I was interested in 
was the fact that I, as the low bidder, got my share of this particular 
procurement. 

Mr. Opvom. Did you receive any further information from the mili- 
tary with reference to this procurement? 

Mr. Watxas. At that particular time up to that point, no specific 
word had been received. However, when I came to Washington in 
connection with the furor that the second bidder was making I brought 
with me Dun & Bradstreet’s report which I showed Mr. Amis as to 
the financial stability of the second low bidder. 

At that time I also went to see Captain MacKenzie of the Navy 
Department in connection with this procurement, to put my position 


" ect CEES 0 aaa at nor «mia alilade " sm % 
ect nt TI Ne a 


MILITARY PROCUREMENT—1956 9 


before him. Captain MacKenzie was very courteous and very sympa- 

thetic. However, he explained that the Navy was in a dilemma in this 
situation and did not know just what action they would take. He 
felt that they had a double-pronged problem here, and, while I could 
not see it, that was the Navy's opinion, and they were going to have 
some conferences concerning it and would come to a decision. And 
I believe that he told me that I would know within 2 days. 

And, as I recall, on September 1, or August 30, he phoned me, 
to tell me that the entire procurement had been canceled. 

Mr. Ovom. Did he give you any reason for the cancellation of the 
procurement ¢ 

Mr. Wauuias. No, not specifically. There was a general discussion 
as to Navy policy when I was with Captain MacKenzie. He gave me, 
as I say, several issues that the Navy felt were involved. I was not 
sympathetic to them because I felt that in the final analysis I was the 
low bidder and I certainly was qualified as a contractor. 

About a week subsequent to the cancellation, the second low bidder, 
who created this whole furor in trying to get us out of the picture on 
the grounds that we did not qualify, filed in bankruptcy court and has 
subsequently gone out of business. 

Mr. Opom. In this telephone conversation that you had with Cap- 
tain MacKenzie, and when he advised you that the procurement had 
been canceled, did he make any reference to the fact that you had 
previously been advised that this was an urgent procurement and 
one that required the contract to be let within 2 weeks or 10 days, 
as you were advised by Mr. Bartman earlier ¢ 

Mr. Wautas. At the time Captain MacKenzie phoned me I don’t 
think he made any reference other than to advise me he was sorry that 
the procurement was being canceled. 

In my conversation with Captain MacKenzie I pointed out the 
inconsistency of the urgency of this matter and that the tests could 
not be completed within that period of time. That fact I pointed out. 

Mr. Opom. Mr. Wallas, when you prepare these proposals that you 
submit to the military, that involves a considerable expense on your 
part; does it not ¢ 

Mr. Wa tas. It involves a considerable amount of sending out of 
letters to receive quotations, long-distance phone calls, and sometimes 
trips east in order to validate your market position on the goods be- 
‘ause very often it is necessary to commit yourself to option the goods 
in order to protect your position. 

In this particular procurement there was considerable amount of 
expense because, in addition to the cost of preparing the bid, I made 
two trips east specifically in connection with this, as well as—I don’t 
know how much money was spent on phone calls, but our accounting 
end tells us that the expense on this bid ran close to a thousand dollars. 

Mr. Opvom. Your business is located in St. Louis, Mo. ¢ 

Mr. Watuas. Yes, sir. 

Senator Smaruers. Let me ask you a couple of questions. Had you 
ever done any business with the Government prior to your bidding on 
this particular life preserver / 

Mr. Watas. We have been contractors in varying degrees of ac- 
tivity for the Armed Services, I would say, since 1943 or 1944, and 
prior to that when I worked for other companies, but as an individual. 
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Senator Smaruers. Had you ever had an unsatisfactory record with 
the Navy, as far as you know? 

Mr. Watuas. No, sir. 

Senator Smaruers. Had you fulfilled all of the contracts which you 
had previously entered into with them satisfactorily / 

Mr. Watxas. Yes, sir. 

Senator Smaruers. The man who put out this particular bid, the 
man who, I presume, was responsible for the issuance of the invitation 
for bids—did you ever talk with that particular man at any time? 

Mr. Wat tas. I had talked with Mr. Bartman several times in the 
past on the phone, but this was the first time that I recall meeting him 
personally. 

Senator Smaruers. Did he ever, at any time, offer any explanation 
as to why his bid was in one form and why what he told you included 
_— qualifications you were supposed to meet which were not in the 

i 


Mr. Wa tas. No, sir. 

Senator Smaruers. Do you know any reason or do you have any 
conclusion as to why you were turned down in this particular instance ? 

Mr. Watuas. Any conclusions I would have, Senator, would be my 
own opinion, which might be a little cynical; but they are my conclu- 
sions and not based on any facts. 

Senator SmatHers. Who finally got this bid; or was it finally 
canceled ? 

Mr. Wat.as. The invitation was canceled and was subsequently 
readvertised. 

Senator Smatuers. Who finally got it when it was finally read- 
vertised ? 

Mr. Wattas. I believe an award for one-half of the quantity origi- 
nally involved has been made in the past 2 weeks to a company in New 
Jersey I have never heard of. 

Senator Smatuers. You do not know whether or not this company 
had ever previously been making this sort of thing? 

Mr. Watxas. I have never seen their name on bidding lists and I 
am pretty close in touch with the bidding list. However, you must 
recall, or know, that in the subsequent procurement the qualification 
paragraph was withdrawn. 

In other words, the qualification paragraph that was in the initial 
procurement was deleted from the subsequent procurement. 

Senator Smatuers. And do you know why this was done? 

Mr. Wauxas. No, sir. 

Senator Smatuers. What is your opinion as to why it was done? 
This is not a court of law. We take opinions here all of the time. 
Everybody has an opinion. 

Mr. Wautas. Well, Senator, I took the position, initially, that to 
certify and qualify this cover was in a sense a waste of time, but in 
view of the fact that it was a part of the bid proposal we were perfectly 
willing to have it qualified. e have our own feelings about qualified 
products generally, and certainly in connection with this cover, be- 
cause it is not really a pertinent part of the preserver, in the sense that 
it isa vital one. The flotation unit is really the essential part of the 
preserver that should be subjected, if it is going to be, to qualification. 
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The inconsistency of any qualification is the fact that the contractor 
who prepares one or several samples for qualification testing does not 
necessarily follow that unless inspection is implemented and sampling 
patterns are carried through to see that the same quality of product 
will follow through in the plant. 

Senator Smaruers. Are these people with whom you talked about 
this here today ; have you seen them around ¢ 

Mr. Watuas. Mr. Bartman is here and Mr. Marcellino is here, and, 
I believe, Captain MacKenzie is here. 

Senator Smaruers. They will have an opportunity to testify. I 
presume that is not your chart over there; that looks like something of 


the Navy. 

Mr. enn No, sir; it is not our chart. 

Senator Smatuers. All right. I think that is all the questions I 
have to ask. 

Mr. Opom. Mr. Wallas, in the original invitation for bids, you say 
there was a provision with reference to qualification but nothing in that 
provision stipulated or required that an offeror, that is a contractor, 
must have his item qualified prior to submitting his proposition; is 
that correct ? 

Mr. Watias. Thatiscorrect. Ihave the paragraph right here. 

Mr. Opom. Well, you may read that, if you will. 

Mr. Wattas. It is on page 4 of the invitation, paragraph 103-211, 
and it is headed “Qualified Products Requirement.” 


The attention of suppliers is called to the provisions of the specifications 
requiring tests and approval of materials. The right is reserved to reject bids 
on products that have not been subjected to the required tests and found satisfac- 
tory. Manufacturers are urged to communicate with the activity named in the 
specifications or the Bureau of Supplies and Accounts and arrange to have their 
product tested for qualification. If the products bid upon have been subjected 
to the required tests and are included on the qualified products list, bidders shall 
insert in the blank spaces below, the brand or trade name, part number, the dates 
submitted for testing and tests or approval number of such products. 


Mr. Opvom. Thank you. 

Mr. Chairman, Mr. Wallas has been testifying concerning invita- 
tion for bid 383-1088-56. This invitation for bid is so voluminous 
we are not offering it for the record but it will be maintained in the 
files of the committee. 

I would, however, like to ask you, Mr. Chairman, to include in the 
record, some letters which Mr. Wallas wrote, one dated August 9, 
one August 15, and one August 17. 

Senator SmatTHers. Without objection they will be so included. 

(The letters referred to follow :) 


Seymour Wa.ias & Co., 
St. Louis, Mo., August 9, 1955. 
Re IFB-383-1088-56—Cover, life preserver vest 


AVIATION SUPPLY OFFICE, 
Philadelphia, Pa. 


GENTLEMEN: In connection with the above-captioned invitation and end item, 
please be advised that we have just completed a contract for the United States 
Coast Guard for life preservers of a similar nature as those required by your 
office and within the next 3 days we will submit a sample for qualification 
purposes. 

Cordially, 
SeyMourR WALLAS, President. 
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Seymour Wa.tas & Co., 
St. Louis, Mo., August 15, 1955. 
Ref : IFB-383-—1088—56. 
AVIATION SUPPLY OFFICE, 
Philadelphia 11, Pa. 
(Attention: Mr. Tom Bartman.) 


Deak Mr. BartTMAN: I want to thank you for the time and courtesy you ex- 
tended to me during our conference this morning. 

1 left with you copies of our financial statement, plant facilities, and a list of 
contracts performed by us that run into several millions of dollars over the 
past years. Contracts performed by us during World War II are not included 
in this list but they involve several hundred thousand dollars at. a minimum 
figure. 

After leaving you, I went to see Mr. Alpert and discussed the qualification 
procedure and he indicated that I would have to contact Washington. I am 
going to Washington tomorrow morning to see Mr. Webster, his assistant, in con- 
nection with facilitating request for qualification of our samples and upon my 
return from Washington will report further to you. 

I have talked with my plant superintendent to ask him to give full considera- 
tion to the reevaluation of the delivery schedule submitted by us and should 
have an answer on that for you sometime this week. I am hopeful that we 
might be able to bring the entire contract within the 4-month period specified 
and also to reduce the amount of lead time we presently require but I cannot 
give you a firm answer on that at the moment as it requires reevaluation of our 
production schedules at the plant but I have conveyed this request to the plant 
and should have an answer for you shortly. 

I want to reiterate again that we are very keenly interested in securing this 
contract and will do everything we can to cooperate with the various depart- 
ments in your agency to facilitate the testing of our qualification sample and 
hope you will be able to defer the closing of this procurement for sufficient time 
to enable us to complete the qualification tests which Mr. Alpert thinks will 
take from 2 to 3 weeks. 

If anything further of interest arises I will contact you and once again— 
thanks, very much, for your most helpful suggestions during our meeting. 

Cordially, 
SEYMOUR WALLAS, President. 


Seymour Wattas & Co., 
St. Louis, Mo., August 17, 1955. 
Re IF B-383-1088-56—Cover only, life preserver, type 1. 
AVIATION SUPPLY OFFICE, 
Philadelphia, Pa. 
(Attention Lt. L. C. Larson, Jr.. USN.) 

GENTLEMEN : Reference is made to the above captioned invitation under which 
we have submitted a bid on August 10, 1955. Review of the bid abstract indicates 
that 46 inquiries were mailed with 3 responsive bids received and that a combina- 
tion of our bid and that of American Pad & Textile Co. would result in the great- 
est overall savings to the Government. 

On Monday, August 15, 1955, I visited Mr. T. Bartman, leaving with him at 
that time our financial statement, list of our plant facilities, and résumé of Gov- 
ernment contracts completed or in pro ess. All of our production facilities and 
efforts are devoted to the securing and production of Government contracts and 
over the years we have produced millions of dollars of end items for many of 
the governmental agencies. Among these contracts is a recently completed one 
for life preservers for the United States Coast Guard. 

During my conference with Mr. Bartman, he indicated that there was a degree 
of “urgency” relating to the procurement, that he was still waiting for the bid 
evaluation to reach him and that he would, in all likelihood, make the award 
within 2 weeks. We also discussed the necessity of qualifying the covers on 
which we had bid and he suggested that I visit Mr. J. Alnert of the Industrial 
Testing Laboratory at the Philadelphia Shipyard for information concerning 
qualification procedures. 

On Monday, after leaving Mr. Bartman, I went immediately to visit Mr. Alpert 
and we discussed the details of procedure we were to follow in submitting our 
qualification samples. Considerable comment was devoted as to whether we 
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would have to submit a cover only or the entire preserver and Mr. Alpert sug 
gested that I contact Mr. Webster in your Washington office to initiate the quali 
fication procedure and to determine whether they would require complete pre 
servers or just the cover itself for the tests. 

In reviewing with Mr. Alpert the test that would have to be performed to esta’ 
lish qualification, there was one that posed a serious problem for us. It has 
to do with the webbing which is sewn to the cover. The webbing used in fabricat 
ing the cover according to the specifications is to be subjected to a 14-day burial 
test and Mr. Alpert stated that while he could run all the other tests involved 
during this 14-day period, it would be about 3 weeks before he could complete the 
burial test report on the webbing. 

Therefore, it appears that if Mr. Bartman is to make this award within 2 
weeks, we will not have had sufficient time to secure qualifi ation and we and 
American Pad & Textile Co, will as low bidders be precluded from receiving an 
award. Preparations of bids are costly, this bid was made to the Government 
in good faith, the livelihood and employment of approximately 200 people in 
our organization depends upon our bidding and securing Government contracts 
and we are requesting that award of this procurement be deferred pending receipt 
of the qualification report on our samples. 

Sinee Monday I have visited Mr. Webster's office in Washington to initiate 
clarification testing and have again seen Mr. Alpert leaving with him preservers 
for testing and have en route to him via air freight all other components which 
he required. We have spared no effort or expense to facilitate commencement 
of qualification testing and reiterate our request that in the interest of economy 
for the Government and in fairness to us as low bidder that award be deferred 
pending receipt of qualification reports. 

Cordially, 
Seymour Wa twas, President, 

P. S.: Mr. Bartman at our Monday meeting was most cooperative and helpful. 
He said that he was not as yet aware of the degree of “urgency” in this procure 
ment. We, of course, cannot evaluate this situation and not in the spirit of pre 
sumption but as an item for consideration we suggest that the “urgency” for the 
following reasons cannot be so vital and pressing that we should be denied our 
right as one of the low bidders to be granted a reasonable period of time in which 
to qualify before an award is made. 

1. ‘The scarlet red Munsell covers involved in the sub‘ect procurement are in 
tended to recover preservers already in stock (which have blue-gray covers) and 
inasmuch as we are fortunately not presently engaged in any military conflict, 
the delay requested should not be of a serious quality. 

2. Life preservers with the scarlet red Munsell covers are being currently man 
ufactured and shipped for your agency for the same destinations by another com 
pany under a procurement awarded during the past 3 months. 


Senator Smaruers. Any further questions of Mr. Wallas at this 
time? 

All right, thank you, Mr. Wallas. 

Mr. Watias. Thank you. 

Senator SmatTHers. Captain Blick. 

It is good to see you and have you aboard again. You can proceed 
any way you like. 

You have heard this particular and specific complaint. I would 
like ? ask you to address yourself to answering that first, if you don’t 
mind. 


71813—56— pt. 1 2 











14 MILITARY PROCUREMENT—1956 


STATEMENT OF CAPT. C. A. BLICK, SC, USN, DIRECTOR, PROCURE- 
MENT DIVISION, OFFICE OF NAVAL MATERIAL, DEPARTMENT 
OF THE NAVY; ACCOMPANIED BY CAPT. D. C. MacKENZIE, SC, 
USN, ASSISTANT CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS; 
CAPT. L. L. SCHOCK, USN, ASSISTANT TO DIRECTOR, SHIP-TECH- 
NICAL DIVISION, BUREAU OF SHIPS; LT. COMDR. W. M. LOHSE, 
SC, USN, ASSISTANT PURCHASE OFFICER, AVIATION SUPPLY; 
T. H. BARTMAN, NEGOTIATOR, AVIATION SUPPLY OFFICE; EARL 
B. AMEY, WILLIAM MARCELLINO, AND R. W. WEBSTER, BUREAU 
OF SHIPS 


Captain Buick. The Navy Department first heard of this case—— 

Senator Smaruers. Let me ask you first to just identify yourself 
for the record. 

Captain Buick. Capt. C. A. Blick, Director, Procurement Division, 
Office of Naval Material, Department of the Navy, Washington, 
D.C. 

I am on duty in the Office of Naval Material. We act as the 
staff of the Assistant Secretary of the Navy for Material, who is 
charged with the responsibility for administering Navy procurement. 

In the Office of Naval Material we have a Small Business Branch. 
The Small Business Branch was the first branch of the Navy to be 
informed of the difficulties surrounding this procurement. 

Your committee got in touch with the Small Business Branch of 
the Office of Naval Material and inquired as to the necessity for the 
qualification requirement for this particular procurement. Upon 
getting this request, we got in touch with the Bureau of Ships, who 
had set up the requirement in the first instance and asked them to re- 
analyze the requirement for the qualification testing. 

Simultaneously with this request, the bidders themselves came to the 
Office of Naval Material and were referred to the Bureau of Supplies 
and Accounts, the agency responsible for making this procurement. 

Captain MacKenzie, the Assistant Chief of the Bureau of Supplies 
and Accounts, is here today and he personally met the principals in- 
volved in this procurement. 

The procurement actually took place in Philadelphia. Although it 
took alee in Philadelphia it was under the management control of 
the Bureau of Supplies and Accounts, Aviation Supply Office. 

Senator Smatruers. Then what you know is hearsay? This captain 
knows better ? 

Captain Brick. I would like you to be acquainted with the qualifi- 
cation requirement and with your permission, sir, I would like to call 
Captain Schock of the Bureau of Ships to dwell briefly on the quali- 
fication-testing requirement. 

Senator Smaruers. Fine, sir; all right. 

Captain Scuock. The qualification requirement was originally 
established, as was stated by Mr. Wallas, for the entire jacket, the 
cloth jacket, including the fiberglass inserts which furnished the buoy- 
ancy. This was an unusual procurement, because, normally this is the 
only way we would buy a lifejacket, is to buy the whole thing as a 
package; therefore, our specification was set forth for the entire 
package. 
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A new requirement came in merely to change the cover for greater 
serviceability in the water, which forced us into a procurement for 
covers alone. At the time the procurement arose, the question was 
raised : Do we still need the qualification? The answer at the branch 
level of the Bureau of Ships at that time was, “Yes; we still need to 
stay with the people on the qualification-products list.” 

it is as Mr. Wallas indicated. There is less danger of producing a 
faulty jacket cover itself but there is still a danger. 

If the pockets are not of the correct size then these pads, particu- 
larly if the pockets are small, the pads will be squeezed and the jacket 
will not have the correct buoyancy. If these various straps and so on 
«lo not have the necessary strength, if the attachments don’t have 
the necessary strength, if a man is lifted, for example, by a boat hook, 
the jacket can be pulled off him. If it is an unconscious man, you 
can’t get a line around him. 

I think we had strong reasons for being conservative in our approach 
as to whether or not we require the qualification. Up until this time, 
I had not entered the picture, but the ruling had been made at the 
branch level in the Bureau of Ships, the branch that has responsi- 
bility for the technical specifications of this jacket. 

Subsequently, when Captain MacKenzie called from the Office of 
Naval Material, he simply asked would we review critically the ne- 
cessity of invoking the qualified-products list for the jacket alone. I 
discussed this with the project engineer, Mr. Amey. I am in the posi- 
tion of authority over Mr. Amey. He is at branch level. I am at di- 
vision level within the Bureau of Ships. And he expressed these 
same things I have been telling you: The buoyancy must be correct, 
the ties must have the necessary strength. 

On critical analysis it did not appear that qualified-products list 
was mandatory, that is, the invoking of it in the specification list was 
mandatory ; and I waived that requirement. 

Mr. Opom. When was that waiver ? 

Captain Scuock. We have the dispatch with the date. As I re- 
dae it was the 22d or 23d of August. Mr. Amey, do you have 
that dispatch ? 

Senator Smatuers. Was there any emergency feature about this at 
any time? When the bids first went out, was it deemed by those who 
issued the bids that there was a need for this particular project to 
be expedited ? 

Captain Scuock. I am sorry, I don’t know the extent of urgency. 
The requirement came from the Office of the Chief of Naval 
Operations. 

Captain Brick. I can call a witness who can address himself to that. 

Senator Smatuers. If you know, tell me. 

Captain Buick. Lieutenant Commander Lohse, who was in charge 
of this procurement in Philadelphia, is now in the room. We have 
euikeieaee here. 


Senator Smaruers. I think it would be fine if we got them all up 
here and had a little visit. 

Captain Scuock. The dispatch was the 27th of August; I should 
like to make that correction. 

Senator Smaruers. Let us see if we can start at the beginning of this 
with the man who was responsible for the issuance of the first invita- 
tion for bids. Are you the man? 
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Lieutenant Commander Louse. I am the officer in charge of the Buy- 
ing Branch of the Aviation Supply Office in Philadelphia. The civil- 
ian buyer and the man who issued the invitation for bids is Mr. Bart- 
man here. 

Senator Smaruers. All right. At the time that you issued this 
invitation to bid, was it your understanding that there was an emer- 
gency feature connected with it 

Mr. Barrman. No; there was not an emergency. 

Senator Smaruers. Did you ever tell Mr. Wallas or anybody else 
there was an emergency feature connected with it 

Mr. Barrman. I think my exact words were that there was a certain 
degree of urgency in connection with the procurement, no emergency 
involved. 

Senator Smaruers. In connection with the procurement ¢ 

Mr. Barrman. Yes, sir. 

Senator Smaruers. What did you mean by that, that the bids had to 
be out and accepted within a certain length of time ¢ 

Mr. Barrman. That is right, sir We had 3 bids, 1 from Mr. Wallas. 

Senator Smaruers. Before we get into those bids, what I want to get 
is What was in your mind at the time you issued this invitation to bid. 
Were you going to limit it to2 weeks or 1 week ¢ 

Mr. Barrman. No, sir. We issued the invitation to bid and allowed 
30 days from the issuance until the opening date for the receipt of this. 

Senator Smaruers. After that, after the opening of the bids, did you 
then tell Mr. Wallas there was a matter of time involved in this whole 
contract ¢ 

Mr. Barrman. Yes, sir; that is when I made the statement to him 
that there was a certain degree of urgency connected with the pro- 
curement. ' 

Senator Smaruers. Is that all you said to him, there is a certain de- 
gree of emergency or did you say this has to be done within 2 or 3 
weeks ¢ 

Mr. Barrman. There was a certain degree of urgency I said to him, 
Senator; and I indicated to him that the procurement was under evalu- 
ation at that time and that we would probably handle it in the normal 
routine of business, which would mean an award in about 2 weeks from 
the time he first saw me. 

Senator SMATHERs. Yes, sir. 

Lieutenant Commander Louse. Our invitation for bid requests the 
bidders to give us 60 days in which to evaluate the bids. However, we 
also indicate in the invitation that bids giving us less than 20 days will 
not be considered, because of the technical referrals and type research 
we must make on the potential ability of the bidders. 

In this instance 1 of the bidders gave us just 20 days in—2 of the 
bidders gave us just 20 days in which to accept their bids. 

Senator Smatruers. At the original invitation to bid, and then 
subsequently, when you talked with the men who had offered bids, 
did you say they would have to qualify themselves? I mean, this 
particular matter would have to be tested or qualified, or their opera- 
tion would have to be tested and qualified ? 

Lieutenant Commander Louse. The invitation for bid required that 
the product be qualified-products list. 

Senator Smaruers. Is that where we are in point of disagreement, 
Mr. Wallas, right there? You say that they did not dothat. 
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Mr. Wa tas. No, sir; I said, Senator, that on my objection, mm 
tially, at the time I first visited Mr. Bartman, it seemed not sensible 
we should be required to qualify for the entire preserver inasmuch 
as we were only fabricating the cover. It was only the cover we 
should be compelled to qualify for. 

Senator Smaruers. What did you think about that, Mr. Bartman ‘ 

Mr. Barrman. I indicated to Mr. Wallas it was my opinion that 
he would have to qualify for the complete preserver but I referred him 
to the Industrial Test Laboratory in the Bureau of Ships in Wash- 
ington for the exact information on the procedure to be followed in 
obtaining qualification. 

Senator Samaruers. Well, let me see now. As I get it then, the 
point of difference is that Mr. Wallas thought he should only qualify 
on that part of the contract which he was going to perform, which 
was not the entire preserver / 

Mr. Barman. That is right. 

Senator Smaruers. You people told him that he would have to 
periorm and qualify on the manufacture, so to speak, of the entire 
preserver. 

Mr. Barrman. | told him that was my opinion. but for the exact 
answer to that question I referred him to the people who had control 
of qualifications, the Industrial Test Laboratory and the Bureau of 
Ships. 

Senator Smatuers. All right. Was that you, Captain Schock ¢ 
Was that your branch / 

Captain Scuock. It was my branch; it was not me personally at 
that time. 

Senator Smaruers. That is right. What did you conclude after it 
had been referred to you; did he have to qualify for this whole pre- 
server or did he have to qualify only for the part which he was going 
to manufacture ¢ 

Captain Scuock. That question was not referred to me; but the 
question as to whether we had to have qualification at all was refer- 
red to me and I ruled at that time, against the advice from Mr. Amey, 
that it was not required. 

Senator Smaruers. When was that? 

Captain Scnock. That was the 27th of August, sir. The problem 
was referred to me about 2 days before this dispatch which we have 
the date of. 

Senator Smatuers. You ruled that you didn’t have to have quali- 
fication ¢ 

Captain Scuock. For the jacket. 

Senator SMaTuHERS. For the whole jacket. Were you talking about 
the cover? 

Captain Scuock. For the portion he was bidding on- 

Senator Smaruers. Yes. 

Captain Scnock. No qualification required. 

Senator Smatuers. All right. That is what was ruled. Did any- 
body overrule you on that ? 

Captain Scnock. No, sir. 

Senator Smatruers. That was final. 

Then, Mr. Wallas, after they ruled that you did not have to qualify 
on that part which you were interested in bidding on, why did you 
not get the contract? 
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Mr. Watuas. I don’t know, sir. 

Mr. Opom. May I ask a question? Isn’t it a fact that on the 27th 
of August, when you made this ruling, which waived the provision 
with reference to the qualified-products list, this procurement was 
under consideration for cancellation, or that it may have been canceled 
as of that time? 

Captain Scnock. To the best of my knowledge, it was not up for 
cancellation at that time. It was forced into cancellation because of 
the rigid rules for advertising. I would rather Captain MacKenzie 
answer that. We changed ground rules on the bidding. This, I was 
not aware of at the time that I made the waiver. 

Senator Smatuers. I do not understand this. I want to get it clear 
in my mind as to how this thing proceeded. After you, Captain, 
had ruled they did not have to qualify, then that, of course, made 
Mr. Wallas the low bidder; did it not? 

Lieutenant Commander Louse. Yes, sir; he was always the low 
bidder. 

Senator SmaTuers. He was always the low bidder? Then why was 
he not given the contract ? 

Lieutenant Commander Louse. Do you want to answer, Captain? 

Captain MacKenzie. The consideration of this entire procurement 
of whether to award to any of the bidders, including Mr. Wallas, on 
the original invitation or to do something else, hinged primarily 
around the decision by the Bureau of Ships as to whether the quali- 
fied-products-list requirement applied to this particular procurement 
or not. 

When the decision was made that the qualified-products require- 
ment did not apply to this procurement, then we felt that, in order to 
insure fair and impartial treatment for all suppliers, we should 
cancel the current advertisement and readvertise without the qualified 
requirement. 

Senator Smatuers. In other words, in your first advertisement you 
indicated that you did need a qualified—lI get it. 

Lieutenant Commander Lous. Yes, sir. 

Senator Smaruers. After this captain had ruled that you did not 
need the qualified-products list or the product did not need to qualify, 
you believed then that it was to the best interest of everyone to re- 
advertise it so that anybody could bid on it. Is that right? 

Captain MacKenzim. Yes, sir. 

Senator Smaruers. Then, obviously, there was not any emergency 
with respect to time about this whole thing 

Captain MacKenzrm. No, sir. I think I could explain that. This 
is a little background. 

Whenever a given procurement is under protest or questioned from 
any source, we generally call the procuring activity, in this case the 
Aviation Supply Office, and ask them to ascertain whether the need 
for the material is such that an award can be held in abeyance pend- 
ing an examination of all factors in this case. 

In the case of this particular procurement, the Aviation Supply 
Office, Commander Lohse, checked with his people and determined 
that the need for delivery of the material was such that a delay could 
be undertaken in order that we could straighten out all questions before 
making any award. 

Senator Smatuers. Yes, sir. 
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Lieutenant Commander Louse. If I might amplify some more, the 
urgency was strictly connected with the acceptance of bidders who 
were qualified as required by the specifications and, secondly, the 
conversion of our previous cover to the new color. We had not made 
delivery a factor in the invitation, so that the urgency was only in the 
eee of an acceptable bid, sir. 

Mr. Opom. Did you ever ask any of those contractors to waive their 
20-day condition ? 

Lieutenant Commander Louse. Yes, sir. 

Mr. Ovom. Did you get any answers to that effect / 

Lieutenant Commander Louse. Yes, sir. 

Mr. Ovom. What was the answer ! 

Lieutenant Commander Lousr. One extended and one refused. 
Then in the refusal telegram he protested the award to any other 
than a qualified-products source. 

Mr. Opom. Was the one who refused the next low bidder ¢ 

Lieutenant Commander Louse. Yes, sir; he was the next low bidder 
on an all-or-none basis. 

Mr. Opom. I know, but that was not the way the IFB was drawn 
up. It was not an all-or-none proposition. It could be combined, 
could it not ? 

Lieutenant Commander Louse. That is right. The second low 
bidder conditioned his bid to make it an all-or-none proposition to 
accept his bid. 

Mr. Opom. He did refuse ? 

Lieutenant Commander Louse. He did refuse; later he gave us a 
2-day extension. 

Senator Smaruers. Let me pursue this further. After the captain 
over here, who was in charge of making, apparently, the final decision 
as to the qualifications, had ruled that you did not need a qualified- 
products requirement did you reissue invitations to bid ? 

Lieutenant Commander Louse. First, sir; we notified all bidders 
that we had canceled the invitation in question. 

Senator Smaruers. Yes. 

Lieutenant Commander Louse. And then we issued a new invita- 
tion for bid. 

Senator Smatuers. You issued a new invitation to bid, in which 
you omitted the qualified-products requirement ? 

Lieutenant Commander Louse. We quoted the specification in the 
original invitation, and then after analysis we decided that might 
raise some doubts in the bidder’s mind so we issued a modification 
that specifically called attention to the bidders that the qualification 
portion of the reference specification was waived, sir. 

Senator Smaruers. When you issued this second invitation to bid, 
was that for a part of the lifejacket or for all of it ? 

Lieutenant Commander Louse. Just forthe cover. The only differ- 
ence, we reduced the quantity on the second invitation, and made a 
disaster area set-aside, sir. 

Senator Smatuers. Who eventually got that bid? 

Lieutenant Commander Lonsr. Delgro Manufacturing Co. in Sus- 
sex, N. J. 

Senator Smaruers. Did they bid originally ? 
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Lieutenant Commander Louse. No,sir; they did not. We only had 
5 bids originally, 2 who were qualified-products-list suppliers and Mr. 
Wallas’ company, sir. 

Senator Smaruers. Did Mr. Wallas bid on the third one ? 

Lieutenant Commander Lonsr. Yes, sir. 

Senator Smatuers. I do not mean the third, but the new invitation. 

Lieutenant Commander Louse. Yes, sir. 

Senator SMatuers. He was not then the low bidder ? 

Lieutenant Commander Louse. No, sir: he was fifth. 

Senator Smaruers. Was the Delgro Manufacturing Co. the low 
bidder on the second ? 

Lieutenant Commander Louse. Yes, sir: he was. 

Senator SmarHers. How big a company is the Delgro? 

Lieutenant Commander Louse. The Delgro Co. is small business, 
sir. 

Senator Smaruers. Had you ever done business with them previ- 
ously ¢ 

Lieutenant Commander Lousr. We had not had any—did we have 
a contract ¢ 

Mr. Barrman. Not for this item, but we had done business with them 
previously. 

Senator Smaruers. Do you know any of them personally, Mr. Bart- 
man ? 

Mr. Barrman. No, sir; just business acquaintances. 

Mr. Onvom. This first procurement was an advertised competitive 
procurement ; was it not ? 

Lieutenant Commander Lonusr. Yes, sir. 

Mr. Opom. Consequently, all of the proposals made by the bidders, 
once opened, were public and any interested member of the public could 
have access to examine those proposals; is that correct ? 

T ieutenant Commander Louse. That is right, sir. 

Mr. Onom. So that Delgro or any other contractor that intended to 
hid on this second procurement could examine Mr. Wallas’ proposal 
of the first procurement; or Victory Apparel, or any of those con- 
tractors: is that correct ? 

Lieutenant Commander Lonsr. Yes, sir. 

Mr. Onom. It follows then, as a matter of course, that the position, 
the competitive position of those contractors who participated in the 
first procurement were compromised to a great extent in the second 
procurement : is that correct ? 

Lieutenant Commander Lonsr. Yes, sir. Any time you cancel and 
readvertise an invitation for bid, you are subject to criticism because 
the nrices of the orievinal bidders are nublic knowledge. 

Mr. Ovom. Commander, with reference to this qualified-products 
requirement in the first procurement, that requirement. substantially 
says that the product or the materials being procured on that partic- 
ular IFB will be qualified according to Navy procedure; is that correct ? 

T ientenant Commander Ionsr. Yes, sir. 

Mr. Ovom. And the product being procured was this cover to this 
life nreserver: is that correct ? 

Tieutenant Commander Tonsr. Yes, sir. 

Mr. Onow. Hd Mr. Wallas ever object to having the cover of his 
preserver tested, to vour knowledge? 
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Lieutenant Commander Lonsr. No, sir; not to my knowledge. I 
believe when he came to Philadelphia the first time he brought two 
covers with him. 

Mr. Opom. Right. Do you know of your own knowledge how long 
it would take to test that cover—just the cover’ I don’t have refer- 
ence now to the entire life preserver. 

Lieutenant Commander Louse. No, sir; I do not. 

Senator Smatuers. Why did you not test it at that time? Why did 
you not put it in for testing? 

Lieutenant Commander Louse. We endeavored to. Our buyer, Mr. 
Bartman referred Mr. Wallas to ITL and to the Bureau of Ships, 
where a project would have to be set up. 1 believe he talked to Mr. 
Alpert and told Mr. Alpert Mr. Wallas was coming down and to give 
him every consideration. 

Senator Smatuers. Did they test it then, or did they not? Did you 
go on down and test ? 

Mr. Watt.as. Yes, sir; if you recall I went to Washington and left 
the handwritten memorandum which I had to follow up with a 
typewritten one in order to get it initiated and tests run. 

Senator Smaruers. Did they conclude that yours passed the test ? 

Mr. Watuas. One of the things I have to discuss when I am here 
is the fact that some aspects of the test reports indicate 2 out of 26 
flotation units did not pass and, therefore, they did not want to give 
us qualification approval. That is another area that I will have to 
discuss. Part of the report has been deleted. I have asked for a 
copy of it, and furthermore, in checking the objections at the labora- 
tory that they have to the construction of the cover, we do not agree 
with them at all. 

We think according to the blueprints that the disqualification was 
unauthorized. That is of the sample that was subsequently passed. 
This only took place in November or December, long after the cancel- 
lation. 

Mr. Opom. I think this is important, Commander, and I want to be 
sure that I understand it. 

As I recall, when Mr. Wallas first went to discuss the question of 
testing his product, he was told at that time that he would have to 
have the whole component tested; is that correct? Or, at least, that 
it was suspected that he would have to have it tested ? 

Lieutenant Commander Louse. I do not have any firsthand know]- 
edge of that. 

Mr. Onom. At least, that is your information; is that correct ? 

Mr. Barrman. I just made the statement I told Mr. Wallas it was 
my opinion that the complete preserver had to be tested. 

Mr. Opom. All right; at the same time you also told him that you 
suspected that this matter must be accomplished and finalized within 
2 or 3 weeks? 

Lieutenant Commander Louse. Right. 

Mr. Barrman. Right. 

Mr. Opom. How long from that conversation was it until he received 
a definite word from the Navy as to whether he should have the whole 
life preserver tested or just the cover tested, because you see time is 
of the essence here? When you tell a man that this has to be finished 
in 2 or 3 weeks., it would seem to me that it certainly devolves upon 
the Navy to give the man a reading immediately, if that is possible. 
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Lieutenant Commander Louse. Yes, sir. We appreciated the ur- 
gency. That is why we told him exactly where to go and called the 
yeople so they would know he was coming. I believe Bureau of 
Ships has a comment about authorizing it by telephone, so far as 
whether the cover or the whole vest had to be tested. 

Mr. Opom. You do not know when he got a reading on that. Is 
there anyone here who does ¢ 

Mr. Marcetiino. Mr. Wallas came to the Bureau and spoke to me 
about having this life preserver tested according to the specifications. 

Mr. Opom. Give your name for the record. 

Senator Smatuers. Who are you; identify yourself. 

Mr. Marceiino. Marcellino, in the Materials Branch, Research and 
Development Division of the Bureau of Ships. 

Senator Smaruers. You are in the Research Division in your shop ¢ 

Mr. Marcetuino. Yes, sir. 

Senator Smatuers. You are the man who runs the test ? 

Mr. Marceiirno. We authorize the test. 

Senator SmaTuers. Very well. 

Mr. Marcexiino. I was told in a case like this we would have to 
try to rush the product as fast as we could get it. I wanted a letter 
on his official company stationery because that was our normal pro- 
cedure when anyone comes in to have the product tested. 

Senator Smatuers. Speak louder, please. 

Mr. Marcenirno. Everyone who normally comes into the Bureau 
and requests their products tested usually submits an official letter 
on the company’s stationery. 

And I said I would authorize the test as soon as I got his letter— 
I would run it through the Bureau and get it out. 

Mr. Opom. The test of what; the cover or the preserver ¢ 

Mr. Marceiiino. The cover. 

Mr. Opom. Just the cover ? 

Mr. Marcetiino. The way the specification reads. 

Senator Smaruers. Allright,sir. Now, you go ahead. 

Mr. Marceiiino. The way the official letter is written, the labora- 
tory was authorized to conduct qualification tests on Seymour Wallas 
Co.’s life-preserver cover as required by reference A, which, in this 
instance, is the specification for a lifejacket. 

Mr. Ovom. What was the date of that letter ? 

Mr. Marcetirno. The letter I authorized left the Bureau the 1st 
of September. 

Mr. Opom. The ist of September ? 

Mr. Marceitiino. Yes, sir. 

Mr. Opom. Wasn’t that subsequent to the time it was decided that 
there would be no testing at all, August 27 ? 

Mr. Marcetirno. On the 18th of August, I authorized, by telephone, 
the laboratory to start immediately on the testing of these covers. 

Mr. Ovom. When did it start; do you know ? 

Mr. Marcetxiino. Undoubtedly on the 18th, sir. 

Mr. Opom. On the 18th of August. 

Mr. Marcetiino. They were prepared and ready to start. 

Mr. Opom. All right, sir. 

Captain Scnock. To answer your question, yes, it was later, but 
this was confirmatory of the telephone call of 18 August. 


r- 
he 
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Mr. Ovom. Now, how long would it take to test this particuplar 
life-preserver cover ¢ 

Mr. Marce.urno. I am not too sure on the time. But the laboratory 
takes, I believe, at least 2 or 3 weeks to do a complete test normally. 

Mr. Ovom. Did you get the results of the test of that life-preserver 
cover ¢ 

Mr. Marce..rno. We got the test results later on. 

Mr. Ovom. Was just the cover tested, or was the whole jacket ? 

Mr. Marcetirno. Mr. Wallas, whea I spoke to him in the office, told 
me that he would submit the entire unit, that he would have the pads, 
et cetera. 

Mr. Ovom. Now, when you spoke to him at the office, did you tell 
him that it would only be necessary for him to submit the cover, or 
did you tell him that it would be necessary for him to submit the entire 
life pveserver ¢ 

Mr. Marceturno. I told him he could submit the cover. If he 
wanted to get on the QPL list for life preservers, he would have to 
have the whole unit tested. 

Mr. Opom. In other words, when Mr. Wallas came to your offive and 
discussed this matter with you, you told him that it would only be 
necessary for him to submit to you this life preserver cover and not 
the entire unit for testing; is that your statement ? 

Mr. Marcetuino. Yes, sir. 

Mr. Opom. Now, when did you receive word that the whole pro- 
curement had been canceled, Mr. Marcellino? 

Mr. Marceiiino. You can answer that better than I, Mr. Webster. 

Senator Smaruers. Now, we had better identify this man. 

Mr. Wesster. Iam Mr. Webster. Iam Mr. Marcellino’s supervisor 
in the same branch of the Bureau of Ships. 

I might lead up to that question by giving you the chain of events 
after the testing was authorized. 

Mr. Opom. Now, what date was that authorization? September 1? 

Mr. Wesster. That was the date of the first authorization. The 
telephonic authorization was on August 18. 

On the 22d of August we received a dispatch from the Aviation 
Supply Office requesting that these qualification tests be expedited, 
and they asked us when we expected the tests to be completed. We 
immediately telephoned the laboratory, and they told us that they 
would expect it to be completed some time early on the week of Septem- 
ber 5. Wereturned that information to the Aviation Supply Office —— 

Mr. Opom. What were they testing, Mr. Webster? The cover or 
the entire life preserver ¢ 

Mr. Wesster. I believe that they were testing the entire life pre- 
server, because I was of the opinion, from discussing this with the 
laboratory people over the phone, that although we authorized—I 
questioned that—although we authorized the life-preserver cover 
only, they indicated that Mr. Wallas had told them that he wanted 
to have complete preserver tests. Now, I might add on that particu- 
lar score, it makes very little difference from the time standpoint 
whether the entire life preserver or just the cover is tested, because 
you have many aging tests on materials that take a matter of days, 
whereby during that time you can be conducting short-term tests, for 
instance, on the buoyancy of the inner pads. So it makes very little 
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difference from the time standpoint whether it is the entire preserver 
or the cover. Asa matter of fact, the lengthy tests are required by the 
cover. 

Mr. Opom. It might make some difference as to the results of the 
tests, though, that is, materially speaking; is that correct? That is, 
if the flotation units do not work in the preserver, the contractor would 
fail the test; is that right ? 

Mr. Wesster. When it came to giving him qualification on the 
entire preserver. . 

Mr. Opom.. I see. Yes; I follow that. 

Mr. Wessrer. But we were conducting this specifically for this 
invitation, and if the cover had been perfectly 

Mr. Ovom. Now, what were the results of that test ? 

Mr. Wessrer. That test was—I might 

Senator SmaruHers. Let us say, was it good or was it bad / 

Mr. Wesster. Do you want this chain of events? Will it help? 

Mr. Ovom. Yes, it will. 

Mr. Wessver. I believe it was on the 27th or 28th of August—no. 
I will take that back—it was early in September 

Senator Torr. Would that be the calendar year 1954 or 1955? 

Mr. Wesster. That is this year, 1955. 

Senator Tarr. The calendar year 1955. 

Mr. Wesster. We received a telephone call from the laboratory, 
and they told us they had completed the tests and wanted to know 
whether we wanted the information over the phone. They read some 
of the deficiencies, and it became quite a long list, and we suggested 
to them that since the procurement—we had been advised informally 
that the procurement had been canceled and it was going to be read- 
vertised, and that the urgency on this particular matter was not neces- 
sary, since it was planned that the new invitation would not require 
this qualification. 

Senator SmatTuers. Let me ask you a question. When you ran your 


test, did the cover on which you ran the test pass the test or did it 
fail the test? 


Mr. Wesster. No. .It failed the test. 

Senator Smaruers. It failed the test. But prior to your final con- 
clusion that it had failed the test, you had been advised that they were 
going to readvertise, anyway ; is that correct ? 

Mr. Wesster. The whole procurement; yes. 


Senator Ture. Did they give a specific report on why the jacket or 
cover failed in its test ? 


Mr. Wessrer. Yes. 

Senator SmarHers. Do you have that report ? 

Mr. Wesster. This is the report; yes, sir. 

Senator Smaruers. I think we ought to make that a part of the 
record in this case, or complaint, that we are hearing. So, without 











objection, let us make that report on the deficiencies of Mr. Wallas’ 
cover a part of the record. 


(The report referred to is as follows :) 
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INDUSTRIAL TEsT LABORATORY, PHILADELPHIA NAVAL SHIPYARD, PHILADELPHIA, Pa. 
FIBROUS GLASS LIFE PRESERVERS; VEST-TYPE, ADULTS 
Submitted by Seymour Wallas & Co., St. Louis, Mo., October 1955 

Qualification Report No, 2081, NSM-184-017 


Test technologist, M. Glickman; supervisory technologist, J. Alpert; superin 
tending engineer, J. E. McCambridge 


SUMMARY PAGE 
The problem 
To determine whether the fibrous glass life preserver covers, submitted by 
Seymour Wallas & Co., 1200 South Eighth Street, St. Louis 4, Mo., conformed to 
the requirements of military speciucation MIL-L-ISM5A of Mareh 23, 1955 


Findings 
The submitted samples are in essential conformity with the specification 
requirements. 
ADMINISTRATIVE INFORMATION 
Reference : 
(a) BUSHIPS Itr All/NS—-184-017 (345A) Ser 345A-202 (61463) of 1 Sep 
1955. 
(b) Military specification MiL—L—18045A (SHIPS) of 23 Mar 1955 for Life 
Preservers, Vest, Fibrous Glass. 

The Industrial Test Laboratory was authorized to conduct qualification tests 
on Seymour Wallas & Co. life preserver covers by reference (a). A _ priority 
ot “iv” and a cost classification of “Z" were assigned. ‘Tests required a total 
ot 43 man-hours. 

THE PROBLEM 


Do the submitted fibrous glass life preserver covers comply with the require- 
ents of relevence () ¢ 
DESCRIPTION OF MATERIALS 


Five complete life preservers were submitted for test along with samples of 
all compouent parts. The exhibitor informed the laboratory that the zipper 
tape submitted did not comply with the width requirement of the specification ; 
he aiso stated that the tie and tuunel tapes of the jackets were not dyed and 
the ligat attachment loop was of the wrong color because of his inability to 
procure the proper materials at the time of his sample preparation. However, 
ne .urcher scaieu that these colupcnent items which le was to submit separatety, 
at a later date, would be of the proper type and color. 


METHODS AND RESULTS OF TESTS 


The preservers were tested in accordance with the methods outlined by 
reference (b). ‘The preservers complied with the requirements of the specifica- 
tion except in the following respects. 


Specification paragraph Srecification req: irements Test results 
JACKET 
3.4 Construction.___-..-.-.| As detailed__.--_- _...-..------| (a) Zipper located approximately 3 
inches lower than required. 
a<oaees Sates (b) Identification label missing. 
—- do... pein sis apa (c) Jacket tie tapes wrong width, un- 


dyed and located approximately 

2 inches below proper position. 
aes : (d) Light attachment loop wrong color. 
...do ; : (e) Harness webbing lighter in color 
than drill. 


(f) Single D rings used on leg straps 
| instead of duuble D rings. 

.--do0 | (g) Collar tie D rings located approxi- 
mately 2 inches below proper 

position. 

se | a) Temnel tape and binding tapes 
i 
' 


undyed. 
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Specification paragraph Specification requirements Test results 


COMPONENT PARTS 












3.2.8 Slide fastener. -......-- (a) Cans . tape shall sometahly (a) Color of tape redder than drill. 
| h color of cotton dr 
(6) W iath of tape shall be %e | (6) %-inch material submitted with. 
inch. statement that %e inch would be 
supplied in production. 
(c) Fastness of ae to laundering | (c) Fastness to laundering poor. 











shall be fa 
O63 I nc ccencnwens ants tsctannlicacdainnatcaind 2 of 25 ay ome did not meet buoy- 
anc 
ee (a) Color to be equal to that of the | (a) Color Nighter than drill. 


cotton drill. 
(0) Fastness to laundering and | (6) Fastness to laundering and crock- 
crocking to be good. ing fair. 
24 Peteteieta............ Sizing, 8.5 percent maximum. ___- Sizing 12.5 percent. 
ae OSS eae (a) Maximum See fill | (@) Shrinkage in the fill direction, 2.7 
direction 2 percent. 
(b) “a to crocking shall be 


ooo 
into 











percent, 
(6b) Fastness to crocking fair. 

























3.2.6.1 Binding tape---....-.. Fastness to laundering shall be | Fastness to laundering fair. 

3.2.6.3 — tie and tun- Pastness to laundering shall be | Fastness to laundering poor. 
nel ta”es. 

3.2.6.2 Collar tie tapes_..... o Weight, 0.18 ounce per linear | (a) 0.17 ounce per linear yard. 


yard minimum 
(b) Color shall acceptably match | (6) Color lighter than that of drill. 
this of the drill. 


(c) i to crocking shall be | (c) Fastness to crocking poor. 
alr. 





1 Both failures were lower right front pads. Buoyancy values were 6.8 and 8.5 pounds versus a limit of 
7.5 + 0.5 pounds. 


DISCUSSION 





The points of noncompliance found in certain of the component materials in the 
sample preserver are relatively minor and are capable of easy correction. In 
general, the preservers were well cut and adhered closely to the drawings for each 
part. The authorizing letter specified qualification tests on the preserver cover, 
but as the exhibitor had already submitted complete samples, qualification tests 
were conducted on the entire preserver. 







CONCLUSIONS 


It is concluded that the Seymour Wallas Co.’s sample preservers are in essential 
conformity with the requirements of the specification. 

Senators SmatTuers. Now, Mr. Odom, where do we go from here ? 

Mr. Ovom. Now, does the Navy have anything else to offer with 
reference to this particular procurement ? aptain MacKenzie? 

Captain MacKenzie. Only one point, and that is to clarify, perhaps, 
the further necessity for readvertisement once the decision to waive 
the qualified-products-list requirements was made. 

In addition to fairness to all suppliers and getting more competition 
and things of that nature, it also Seas a requirement of the Comp- 
troller General that you readvertise because you have made a major 
change in your specifications. 

Mr. Opom. Captain, at the outset in this procurement, was the life- 
preserver cover on the qualified-products list or just the life preserver ¢ 

Mr. Bartrman. No—— 

Lieutenant Commander Louse. Just the life preserver. 

Mr. Opvom. That is, before the invitation for the first procurement 
was issued, just the life preserver itself was on the QPL, and the life 
preserver covers were not on the QPL? 

Lieutenant Commander Louse. That is right. This was a special 
procurement of covers only to cover a CNO directive to go from a 
dark blue cover to that bright scarlet Munsell, for safety of life in dark 
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waters and visibility, and it was a one-time procurement, as I under- 
stand it, from the inventory control, because they wanted to change 
over. They can take the pads out. There are zippers on the pad 
pockets, and they can make the change. 

We ascertained that the qualified-products listing requirement 
would apply to the covers only before we issued the invitation for 
bids, sir. 

Mr. Ovom. And then it was later determined that actually it was 
not necessary to have this qualified-products requirement in the 
contract ? 

Lieutenant Commander Louse. That is right. 

The branch on May 25 told us that the life cover and the life pre- 
server should be qualified-products list, and then later on the decision 
was changed, I believe, at the division level on the 27th of August, we 
were advised. 

Mr. Opom. Had the qualified-products requirement not been in the 
first procurement, there is no reason that has been brought to your 
attention that Mr. Wallas would not have been a responsive bidder; 
is that correct ? 

Lieutenant Commander Louse. I believe he would have been a re- 
sponsive bidder. There undoubtedly would have been much more 
competition and interest in the procurement originally, as was borne 
out by the fact that we got more bids on the readvertisement than we 
got on the first go-around. 

Mr. Opom. Yes, sir. I said “responsive bidder” for that reason. 
Yes, sir, Mr. Wallas. 

Mr. Wattas. May I ask some questions, Senator ¢ 

Senator Smaruers. Yes, Mr. Wallas. 

Mr. Wattas. Mr. Bartman, if you recall, I came to see you on the 
Monday morning following the opening. The opening was on a 
Wednesday, and I was at your office on the 16th, I believe, early in 
the morning. 

Mr. Barrman. The 15th, sir. 

Mr. Wattas. The 15th. 

At that time, you indicated to me that there was a degree of urgency 
in connection with this procurement—— 

Mr. Barrman. That is right. 

Mr. Watxas. And that because of that degree of urgency, an award 
would have to be made within 10 days or 2 weeks. That is my recol- 
lection of your conversation. Is it substantially correct ? 

Mr. Barrman, Substantially; yes, sir. 

Mr. Wattas. You also stated that it was a matter of stock control 
that created this urgency. 

Mr. Bartman. [I indicated that there was; yes. 

Mr. Wattas. You did not state to me that the reason it was urgent 
was because other bidders had put a 20-day acceptance clause in their 
bid proposal. 

r. Bartman. That is right. 

Mr. Wat.as. That would not be my business, as a matter of fact, 
or my knowledge at that moment. 

Mr. Bartman. That is right. 

Mr. Watxas. Is that correct ? 

Mr. Barrman. Yes. 
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Mr. Wattas. May I ask you, Mr. Bartman: Normally, how long 
does it take for your agency, from date of opening, to a an award 
to a low bidder, in a normal procurement ¢ 

Mr. Barrman. Two weeks. 

Mr. Watuas. You say that your average award is made within 2 
weeks from opening date? 

Mr. Barrman. That is right, sir. 

Lieutenant Commander Louse. Unless there is a complication. 

Mr. Barrman. Unless there is a complication. 

Mr. Wattas. In other words, you are able to initiate a plant survey, 
get your evaluation and as a normal practice get your awards within 
2 weeks after opening ¢ 

Mr. Barrman. In an uncomplicated deal ; yes, sir. 

Mr. Wattas. I did not say that. I said, in an average opening, 
you awards are made within 2 weeks from date of opening? 

Mr. Barrman. I would say I haven’t struck an average, but I would 
just guess that the average might take a little longer than 2 weeks. 

Mr. Watxas. Wouldn’t you say it would be closer to 4 weeks, pos- 
sibly ? 

Mr. Barrman. No; I wouldn't say that. 

Mr. Watias. Well, after a bid is opened, there is a certain evalu 
ation that must be done; is that correct ? 

Mr. Bartman. Yes. 

Mr. Watras. And plant surveys must be requested regardless 

Mr. Barrman. In some cases. 

Mr. Watuas. Generally, or in some cases? 

Mr. Barrman. In some cases. 

Mr. Wattas. In some cases plant surveys are requested, and not 
generally ? 

Mr. Barrman. Not generally. 

Mr. Watxas. In other words, in most cases you do not check to find 
out or validate the facilities of a bidder ? 

Mr. Barrman. If we have the info available to us, we do not go out 
for another plant survey. 

Mr. Wat.as. Did you have any information on any service facility 
in our plant on any previous bids we had made? 

Mr. dense I think we did have a survey; yes, sir. 

Mr. Wauxas. And a survey was, however, reinitiated on our plant 
when we were low bidder on this? 

Mr. Barrman. That is right. 

Mr. Watias. May I ask why, as long as you have stated previously 
that it was not common practice where you had a survey, but only in 
specific instances ¢ 

Mr. Barron. Well, it was an entirely different procurement. I 
think the first order was just a small run-of-the-mill order, and we 
had a routine survey made on you. This second contract was in the 
neighborhood of a half million dollars, and entirely different circum- 
stances, and we needed more information from the inspector. That 
is why we asked for the second survey. 

Mr. Watxas. Then, what you are telling me is that plant surveys 
would be made on procurements of any consequence regardless of the 
previous. instances of such survey ? 

Mr. Bartman. Not necessarily. 

Mr. Watuas. Generally ¢ 
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Mr. Barrman. Generally on procurements of a substantial amount. 

Mr. Wattas. All right. And then would you say that half of your 
procurements are covered by plant surveys, or 60 percent, or what 
proportion? I have a reason for asking you this. 

Mr. Barrman. Well, it would strictly be a guess. I couldn’t guess. 

Mr. Watwas. Generally speaking, then, if a plant survey is made, 
how long does it take before you get the reports of that survey back? 

Mr. Barrman. We usually get it—we can get it in a day if we 
wish. We usually get them in about 10 days. 

Mr. Wat.as. Was a request made of the St. Louis inspection office 
of the Navy to get this survey back to you in a day, in view of the 
degree of urgency, or was it just put through in a normal manner 

Mr. Barrman. No. We gave them a time limit, but we didn’t ask 
for it back in a day. 

Mr. Wat.as. In other words, you did not imply any urgency to the 
local St. Louis office in making this survey ? 

Mr. Barrman. I think we asked for it in 7 days. We gave them a 
week’s time, which is a little bit more than the normal time—a little bit 
less than the normal time. 

Mr. Wat.as. Now, can I ask you one other question, Mr. Bartman ? 
Normally speaking, when you request an extension of acceptance from 
bidders, do you generally get such extension, or is it refused ¢ 

Mr. Barrman. We generally get them, but occasionally they are 
refused. 

Mr. Watuas. Generally they are refused ? 

Mr. Bartman. No. It isthe other way around. But it depends on 
market conditions, changes in prices, and so on. 

Mr. Wattas. I am speaking generally, Mr. Bartman. 

Mr. Barrman. Speaking generally, we usually get an extension. 

Mr. Wat.as. From a contractor? 

Mr. Barrman. Occasionally we have them turned down. 

Mr. Watxas. But generally you do get extensions ? 

Mr. Barrman. That is right. 

Mr. Wattas. And in this case, Victory Apparel refused initially 
an extension, and subsequently they granted a 2-day one, and Amert- 
can Pad & Textile and ourselves did grant—well, there was no need 
for us to grant—but American Pad did grant an extension of their 
acceptance of their bid ? 

Mr. Barrman. That is right. 

Mr. Wattas. Are you aware of the fact that it took 4 months for 
your agency to make an award to us on a previous bid for $12,000? 

Mr. Barrman. No; I don’t have those figures with me. I can’t 
confirm or deny. 

Mr. Watxas. I am referring to a pararaft kit bag. 

Mr. Barrman. I couldn’t confirm or deny it. I don’t have those—— 

Mr. Wauxas. You don’t recall. Would you say that it is possible 
that it did take 4 months for that award to be made to us? 

Mr. Barrman. I don’t know, sir. 

Mr. Watxas. You don’t know. 

May I direct some questions to other people here, Senator ? 

Senator Smatruers. Well, Jet us—— 

Mr. Watuas. There is some more of Mr. Marcellino that I would 
like to ask, if I may. 

71813—56—pt. 13 
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Senator Smaruers. All right. 

Mr. Wattas. Mr. Marcellino, after visiting Mr. Bartman and Mr. 
Alpert, I came to your office on Tuesday morning—it was early in the 
morning—and I discussed with you at that time the qualifications of 
this preserver. You stated previously that I was only asked to 
qualify on the cover. I don’t know whether you want to correct that 
statement at this time as to whether I was to qualify on the cover or 
the entire preserver. 

Mr. Marceiino. Let me state it this way: I believe you wanted to 
qualify on the cover, and that is what I authorized. 

Mr. Watxas. You authorized it at that time? 

Mr. Marcettino. On—— 

Mr. Wats (interposing). Didn’t you make a phone call in con- 
nection with this? I believe Mr. Webster was out of town. And I 
am not sure—I think it was Mr. Amey—— 

Mr. Marcexii1no. I called Mr. Amey. 

Mr. Watxas. And you turned to me and said, “I know it doesn’t 
sound right, but they want the entire preserver qualified and not the 
cover itself”? 

Mr. Amey. I am Mr. Amey. 

Mr. Watas. Subsequently I spoke with you on the phone; yes, sir. 

Mr. Amey. If you recall, I spoke to you—— 

Mr. Wattas. After my conversation. 

Mr. Amey. I know that you were at Mr. Marcellino’s desk. My 
answer to his question was that you should qualify on the cover only. 

Mr. Onom. Mr. Wallas, let me ask you this: What is your recollec- 
tion of the conversation that you had with Mr. Marcellino on that 
occasion with regard to whether you should submit the cover only for 
testing or whether you should submit the entire life preserver? What 
is your recollection ? 

Mr. Wattas. My recollection is very clear, because in this same week 
T sent on to Mr. Amey a letter relating all of the facts concerning this 
articular procurement, and my letter specifically states that Marcel- 
seek said that he was sorry, but that was the way it had to be; we would 
have to qualify for the entire preserver. 

Mr. Opom. As a matter of fact, what you wanted was permission to 
submit only the cover for testing; is that correct ? 

Mr. Wattas. That is correct. That was my initial position with 
Mr. Bartman, and he said that he could not act on it; it was up to 
Washington to make such a decision. That is why I went to see 
Mr. Marcellino. Originally, Mr. Webster; but he was out of town. 

I would also like to ask Mr. Marcellino—I gave him a written 
authorization on Tuesday, and official word did not go down to Phila- 
delphia until the following Friday, according to his statement. 

Mr. Opom. Mr. Marcellino, what caused that delay ? 

Mr. Marcetirno. Let me state it in my terms. Mr. Wallas came 


in to see me, and I asked him to write a letter to us. He said, “Well, 


I will give you a penciled copy right now.” 

I said, “That will be perfectly satisfactory, and start the ball rolling. 

As soon as I get your official letter, I will attach it to the original 
office letters we send up forward to the line, where they are signed 
out. 

He said he would airmail special delivery a letter to me that night 
from New York, and I would have it in my hens the following morn- 
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ing. I don’t recall what day of the week it was. I remember it was 
August 16 that he was at my office. _ os 

Two days later, on the 18th, I still had not received this official 
letter. Mr. Wallas called me from New York, if I remember cor- 
rectly, and he said he had talked to the personnel at Industrial Test 
Laboratories, and they hadn’t received an authorization from the 
Bureau. : ; 

He told me the urgency of the matter. I agreed with him. I told 
him, “I am going to get permission from up forward to make a tele- 
phone call to authorize the test,” which I did that morning of the 18th. 

Mr. Opom. In other words, as soon as he gave you this penciled 
copy, you went ahead and authorized the test ? 

r. Marceiirno. I had the letter all written up. I was just wait- 
ing for his letter. 

Mr. Ovom. But didn’t you also authorize the test by telephone on 
that occasion ? 

Mr. Marcetuino. On the 18th I authorized the test by telephone. 

Mr. Opom. Is that when he gave you this penciled copy ¢ 

Mr. Marcexitno. No; he gave me the penciled copy on the 16th. 

Mr. Opvom. And you waited then until you received his letter on 
the letterhead to go ahead and make the authorization ? 

Mr. Marcetuino. Through normal channels. 

Mr. Opom. I see. In other words, you did not look upon this pen- 
ciled copy as an official authorization to you to proceed with the test ? 

Mr. Marcextrno. That was the normal procedure. 

Mr. Opvom. No. I just asked, you did not look upon this penciled 
copy—it was signed by him, and you knew he was president of the 
company, did you not, Mr. Marcellino? 

Mr. Marce.iino. He told me he was president of the company, but 
I had no knowledge—— 

Mr. Opvom. Did he sign the letter as president of the company; or 
do you recall ? 

Mr. Marceturno. I threw that penciled copy away. I don’t know. 
I can’t recall. 

Mr. Opom. All right, sir. 

Mr. Wattas. Senator, may I just make a statement? There was a 
report that came through on this cover—I am not speaking of the 
flotation units now, referring to the cover—in which the laboratory 
said that there was a misplacement of straps and zippers. We take 
issue with that. I have the cover with me, and I intend to discuss it 
either today or tomorrow, if Mr. Webster is available, with him, 
because, according to our check of the cover that they returned to us, 
it is in strict conformance with the plans and the blueprints covering 
the item. 

Mr. Opom. Along that line, Senator, I think, if I recall correctly, 
that you had asked Mr. Webster to submit for the record a copy of 
the results of this test ; is that correct? 

Senator Smatuers. That is right. 

Mr. Opom. Has that been done, Mr. Webster ? 

Mr. Wesster. I would like, if possible, to submit a copy as soon 
as I return. 

Mr. Opom. Yes, sir. 

Senator Smaruers. That will be done. 
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(The material referred to appears at p. 25.) 

Senator Smaruers. Are you people using now an untested cover on 
these jackets? Is the Navy using an untested cover? You say that 
they do not have to qualify any longer. Does that mean that they 
are untested ? 

Captain Scnock. Yes, sir. For the current procurement that has 
been placed, there will be no test except what Mr. Wallas mentioned, 
the normal inspection by the inspector of material. 

Senator Smarners. By the inspector of material. But, actually, 
has this cover been put under these tests such as you were going to 
have on Mr. Wallas’? 

Captain Scuock. No, sir. The current procurement went out not 
requiring this 3 weeks’ testing. 

Senator Smatuers, How do you know that it will hold up? 

Captain Scuock. We don’t accept until inspection, sir. When Mr. 
Amey and I discussed this, I took the position, which he did not 
concur in, that we should be able to obtain most of the quality control 
that we needed by reminding the inspector, after the contract is 
placed—and we know which inspector looks out for it—that this is 
a lifejacket and requires more than normally careful inspection in 
process. 

Senator Smaruers. Do you know whether or not this particular 
group of lifejackets which you are now having made are durable to 
the point that you would lke for them to be durable; or have they 
been tested in any way ? 

Captain Scuocx. No, sir. We will not have the answer to the 
durability question such as we obtained by the burial test during the 
qualification test. 

Senator Smatruers. Has there been a first delivery made yet on 
those covers? 

Lieutenant Commander Louse. No, sir. 

Senator SmarueErs. Does that not appear to you to be a rather dan- 
gerous, uneconomical procedure, where you order a group of life- 
jackets like this without having them tested to determine whether or 
not they will stand the conditions which they will have to be cone-\ 
fronted with ? 

Lieutenant Commander Loust. Senator, the cloth is tested at the 
cloth producer’s plant, and also the webbing. Then the cut and 
sew and positioning are checked out by the inspector of naval material 
in the contractor’s plant to see that it conforms to the print and the 
specifications, sir. 

Senator Smaruers. But the cloth is not tested by the Navy. Is the 
floatability of these things in that lifejacket tested by the Navy ? 

Lieutenant Commander Louse. The flotation aspects, sir, have 


passed the qualification testing, and have passed. The pads that will | 


be used in that color preserver are already in the system, and that is 
why we bought this bright red one, to take the pads out of the blue- 
grays, and put them in the bright reds, sir. 

te annem, And the pads that were in the blue-grays have 
already been tested by the Navy? 

Lieutenant Commander Loussr. Yes, sir. 

Captain Sonockx.. Yes, sir. 
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Senator SmarHers. And you know they are good. Then the only 
part of that life preserver which is now under order which has not 
been tested is the cloth which makes up the cover / 

Lieutenant Commander Louse. The cloth and the webbing, sir. 

Senator Smaruers. And the webbing! 

Lieutenant Commander Louse. The whole cover itself; the zippers, 
the cloth, the webbing, the metal handle. 

Senator Smatruers. Wouldn't it be a good idea to test that before 
you issue such a contract? 

Captain Scuock. For the future, sir, what we intend to do is, in- 
stead of using qualified products, is to put the jacket complete, or the 
jacket cover, as the case may be, through a preproduction test that will 
have about the same coverage as the present QPL testing. 

Senator SmaTueRs. That seems to be a good idea. Now, why didn’t 
you do that in this particular case ¢ 

Captain Scuock. Because this was a matter of my unawareness of 
Captain MacKenzie’s problem, that readvertising would be required. 
It was my impression that the waiver at the time we waived would 
permit the contract to be placed then and there. 

Senator Smaruers. I don’t know that I follow you completely. 
Don’t you people have a policy when you ask for bids on certain items 
to ask always that they be tested to determine whether or not they can 
pass certain tests before you let a man bid on it ¢ 

Lieutenant Commander Louse. Not all items. 

Captain Scnock. Not all items, sir. Some things are merely in- 
spected in process at the manufacturer’s plant, and we were taking a 
‘alculated risk in the interests of widening procurement. 

Senator Smaruers. Yes, sir. 

Captain Buick. The whole philosophy of qualified-products lists, 
Senator, tends to restrict competition, and we only use the qualified- 
items list on those items that are strategic in importance, and in con- 
nection with items such as lifesaving devices, chemical compounds, and 
lubricants that require long and careful testing to insure their com- 
plete suitability for use. 

The fewer items we have on the qualified-products list, the more 
free and open competition we can get, because, to be permitted to bid 
on a qualified-products-list item, a producer has to submit his product 
long in advance to a test laboratory. 

It goes through a rigid test. For example, fuel oils and lubricants 
are tested at the United States Naval Engineering Station at Annapo- 
lis; fabrics and textiles in Philadelphia, and so forth. We are trying 
to get away from qualified-products lists on those items when we can 
assure ourselves that we can get a satisfactory item without using 
such lists. In this particular instance Captain Schock felt that ordi- 
nary naval inspection at source could assure that we could get accept- 
able life-vest covers. 

Senator Tuyr. Mr. Chairman, I would like to ask just 1 or 2 ques- 
tions here, because, first, I was not present when the hearings com- 
menced and, therefore, there may have been some information given 
with which I am not now familiar. In other words, Wallas & Co. 
made a bid, and their product had been tested — 

Captain Scnock. No, sir. 

Senator Toye. It had not? 

Captain Scuock. It had not. He did not submit for tests until 
after he had submitted bids, sir. 
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Senator Ture. Was it his first bid on such a lifejacket ? 

Captain Scnock. I believe so. 

Mr. Bartman. I don’t know. 

Lieutenant Commander Louse. I don’t know. 

Senator Tuye. I mean, did he ever 

Captain Buick. He had not taken the trouble, if I might use that 
expression, to get his product tested and approved in advance, so that 
he would be on the qualified list. 

Senator Taye. Was that one of the requirements? 

Captain Buick. One of the prerequisites of the invitation to bid was 
a. clause which stated that only bids from qualified-products-list peo- 
ple would be entertained, and bids from other than those qualified 
would not be entertained unless they were qualified prior to the date 
of award. 

Senator Ture. The date of the award. And had the Wallas—— 

Captain Buick. Mr. Wallas was trying to get his product qualified 
between the date of opening and the date of award. 

“ Senator Ture. What success had he had in getting himself quali- 
ed ? 

Captain Brick. I think he had success to the extent that he did get 
his product tested, and then—— 

Captain Scnock. But not qualified. 

Captain Buick. But not qualified. 

Senator Torr. Why was it not qualified ? 

Captain Buick. That little pamphlet that Mr. Webster has in front 
of him goes into the details of why it failed to pass the test. 

Senator Ture. Can’t you tell it to me without my now reaching for 
the pamphlet? Is it so lengthy in the statement of why—— 

_ Captain Brick. Senator, I defer to the engineers for that question, 
sir. 

Captain Scnock. One of the things that bothered us most can say 
be cured. He used a single ring instead of double, so that the strengt. 
in securing the man—the other strap goes under the man’s leg—the 
strength of securing him came in question. 

‘ Senator Tyr. You mean you were fearful that the one ring would 
reak ? 

Captain Scxuocx. It would not hold the strap. 

Senator Ture. It would not hold the strap. 

Captain Scnock. If you have to grab an unconscious man with a 
boat hook, then you want to be sure that the strap does not slip. 

He also failed in the buoyancy, since, as has been stated, he submitted 
the entire jacket. His pads did not pass. That would not have dis- 
qualified him on this procurement. This is something that he could 
readily have corrected, but as submitted, the sample was deficient, and, 
we felt, quite deficient. 

Senator Tuyr. What was the difference between that bid and the 
next bid ? 

Captain Scwocx. On the following bid we did not require that bid- 
ders be prequalified. We waived—— 

Senator Tuyr. What was the difference between his bid and the 
next low bidder at the time that he made the original bid ? 

Captain Brick. Are you talking in terms of price, sir? 

Senator Ture. Yes, sir. 
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Captain Buick. Commander Lohse can probably give you that 
information. 

Lieutenant Commander Louse. On the original invitation, he was 
$935 lower than the next low bidder. 

Senator Ture. On how many thousand units? 

Lieutenant Commander Louse. On 100,400 units. The combined 
American Pad & Textile—— 

Senator Ture. Percentagewise, what was the percentage? 

Lieutenant Commander Louse. Less than 1 percent, sir. 

Senator Ture. Less than 1 percent lower than the next bidder? 

Lieutenant Commander Louse. Yes, sir. 

Senator Tuyr. And where was he in relation to the bid that was 
finally accepted ? 

Lieutenant Commander Louse. He was approximately 31.6 cents 
er unit higher—no, sir; I am sorry. He lowered his price 7 cents, 
I believe, on the second invitation, and the savings was 31 cents a unit 
on the second bid. 

Senator Ture. Then was he awarded? Was he the successful 
bidder ¢ 

Lieutenant Commander Louse. No, sir. He was not the successful 
bidder on the second invitation for bid. He was the fifth bidder, sir. 

Senator Ture. There were others that were—— 

Lieutenant Commander Louse. There were four lower than Mr. 
Wallas’ company, sir. 

Senator Ture. But you rejected the bid specifically because some 
certain requirements were not met ? 

Lieutenant Commander Lous. That was on the first procurement. 

Senator Ture. I mean, now, on the first procurement. 

Lieutenant Commander Louse. On the first procurement we can- 
celed the whole invitation and did not award under it, Senator. We 
started out fresh in September. 

Senator Tuyrr. Why did you start out fresh ? 

Lieutenant Commander Louse. Because the determination of the 
technical bureau was that of the qualified-products list requirement 
in the original invitation was not required, and that is a substantial 
modification to the procurement specification, and actually precludes 
competition in QPL’s. It limits it to those on the list and the Comp- 
troller has held that if you waive the QPL you must readvertise. 

Senator Ture. Then, had you given some study to the question to 
determine whether you should have waived that qualification question 
at an earlier date in order to have made it more simplified from the 
standpoint of the bidder ? 

Lieutenant Commander Louse. Yes, Senator. In May we con- 
tacted the Bureau of Ships, the technical bureau concerned, and re- 

uested advice as to whether the qualified-products list requirement 
should apply to the life-preserver covers only. We were advised on 
the 25th of May by the Bureau of Ships that the life-preserver covers 
should be procured from manufacturers listed on the QPL, and that 
the QPL requirement should apply, sir. 

Then later on, on the 27th oF August, the Bureau of Ships, I be- 
lieve at the division level, reversed the branch level decision, sir. 

Captain Scuock. By this time the bids had been received, Senator. 

Lieutenant Commander Louse. That was after opening, the latter 
action. 
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Captain Scuock. And this became the basic reason, sir, for the re- 
advertisement. 

Senator Ture. No further questions. 

Senator Smaruers. I have none. Thank you, Senator. Do you 
have any other questions? 

Mr. Opom. Yes, sir. I want to be sure that that was the only ob- 
jection. 

Captain, was that the only substantial objection that you found to 
the cover, the number of buckles that were in these little gadgets that 
connected to the preserver? Was that the substantial objection ? 

Captain Scuock. That was the substantial objection. 

Mr. Opom. And that was something that the contractor could easily 
have solved by just adding another buckle? 

Captain Scuock. That is correct. 

Mr. Ovom. And on the basis of that, then, it is your judgment that 
he failed the test, and would not in the ordinary course of business 
have been put on the qualified-products list ? 

Captain Scnock. Not without a resubmission; that is correct. 

Mr. Opom. It also is your judgment that he could have immediately 
resubmitted, and so it would have just been a matter of hours or days 
before he would have been on the qualified-products list, and thereby 
queiified to produce the item and qualified to participate in this pro- 
curement; is that correct ? 

Captain Scuock. I believe it is. I will defer to Mr. Webster on 
that. 

Senator Ture. Before you leave that question, I would like to see 
how you fasten that strap using the two rings, and then fasten the 
strap using the onering. Iam nota Navy man. I have put them on 
a couple of times in training, but otherwise I was an Air Force man. 

Mr. Amery. This is a leg strap. 

Senator Ture. Yes, sir. 

Senator Smaruers. Just put it around you there. Put it on, so 
that the Senator can see it. 

Senator Ture. I would just like to see how you would go ahead, 
now, making the fastening of the two rings, using the two rings rather 
than the one ring. 

(Mr. Odom put on the life jacket. ) 

Mr. Ovom. Is this a elorified “Mae West”? 

Lieutenant Commander Louse. No, sir. “Mae West” is inflatable, 
sir. 

Senator Tuyr. Now, how would you fasten it if you used only the 
single ring? 

Mr. Amey. With only a single ring, you couldn’t fasten it tight. 

Lieutenant Commander Louse. You would have to take a half 
hitch. 

Senator Toye. Then, that is just exactly what I was thinking. 

Then, how was it that a man would produce the product with just 
a single ring? You would have to have either a snap or a buckle or 
something if you had only one ring, because otherwise it would have 
to be tied ina knot. It cannot be run back through to be a self-locking 
device on that strap. 

Mr. Amey. Yes, sir. 

Mr. Opom. Would you like to comment on that, Mr. Wallas? 
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Mr. Wattas. Well, the only comment that I have is that we were 
obviously remiss in not having the other ring on there, but we were 
operating under great pressure in a very short period of time. It was 
an oversight. 

Senator Tuyr. That is what I was trying to get clear in my own 
thinking, because you could not possibly have conceived that that was 
a proper fastening with a single ring, because you would have had 
to tie it into some sort of knot, where, again, you have a problem of 
untying it if you wanted to untie it. But it would have to be tied. 
It would not be a self-locking device. 

Mr. Wattas. No, sir. The blueprints show two rings, Senator. 
It was an oversight on our part. 

Senator Tuyr. I could not imagine how you would produce it with- 
out the two unless you had some other requirements for fastening that 
strap. 

Mr. Wattas. The inspector would not accept it. 

Mr. Opom. I think, Captain, that you had conceded that the chances 
were that as soon as this was brought to the contractor’s attention, he 
would have remedied that defect, and then ultimately, within a very 
short time, would have been placed on the qualified-products list ¢ 

Captain Scuock. Yes, sir. 

Mr. Opom. And it is your recollection from a review of the report, 
that that was the only substantial defect in the prototype that Mr. 
Wallas had submitted for testing ? 

Captain Scnock. I would prefer to say the only vital defect. 

Mr. Opom. The only vital defect ? 

Captain Scuock. That is correct. 

Senator Smaruers. Then does it not appear that what has hap- 
pened here is that Mr. Wallas has in effect been done out of the con- 
tract, so to speak, by the fact that you people decided to change the 
requirements of whether a bidder would have to be on what you called 
the QPL list, or whether he would not? 

Captain Brick. That is correct. 

Senator Smaruers. If you had stuck to your original bid, obviously, 
Mr. Wallas would have gotten the contract ? 

Captain MacKenzir. Could I interrupt, sir? 

Once the decision had been made to waive the qualified-products- 
list requirement in the specifications, there was no recourse but to 
readvertise, with the specifications leaving that out, so that I do not 
think we can 

Senator Smatuers. I think that is true. It is just a case of you 
people changing your mind. In other words, the Navy had started 
out on one tack, and after having proceeded, let us say, a little ways 
along that line, they finally decided that they were going to change 
their mind, which may or may not have been beneficial to everyone 
concerned. 

But in changing their minds, they, in effect, cost Mr. Wallas a con- 
tract. That is about what it amounts to; is it not ? 

Captain MacKenzie. Only to this extent, Senator, that had the 
original advertisement been without the QPL requirement, it is very 
much of a question mark to say who the low bidder would have been, 
because you have everybody else bidding accordingly. 

Senator Smaruers. That is quite right. But the original invita- 
tion to bid under the conditions which you had at that invitation— 
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Mr. Wallas under those conditions was the low bidder and, apparently, 
if that is the only objection that you found to his jacket, which, 
apparently, it is, because these engineers sit quite here—then, if that 
is the case, it appears that he would have gotten the bid. 

But before that had been finalized, you people decided—and ap- 
parently there is no reason to be critical of you on this particular 
point—you decided that you would not call for these materials to be 
on the QPL list, and so you changed your minds, and according to 
the Comptroller’s ruling, you had to readvertise. 

Captain Scuock. Yes, sir. 

Senator Smaruers. And you readvertised, in which event, instead 
of his being the low bidder, he then was the fifth bidder; and the low 
bidder got it. 

Captain MacKenzie. Correct. 

Captain Scnock. That is correct, Senator. 

Mr. Ovom. Senator, there is just one other thing I would like to 
ask Mr. Wallas. 

Mr. Wallas, as I recall, your bid was low because it was in combina- 
tion with another contractor’s proposal, and the two proposals them- 
selves constituted the low proposal in the first procurement; is that 
correct ? 

Mr. Wattas. Yes, sir. 

Mr. Opom. Now, what was the name of the other contractor? Was 
that Victory Apparel? 

Mr. Wattas. No, sir. It was the American Pad & Textile Co. 

Mr. Ovom. American Pad & Textile Co.? 

Mr. Wattas. Yes, sir. 

Mr. Opvom. But the take-all-or-none contractor was Victory Ap- 
parel Co.? 

Mr. Wattas. Yes, sir. 

Mr. Opvom. Is that company still in existence? 

Mr. Wattas. That company went into bankruptcy a week after the 
procurement was canceled. 

Mr. Opom. I see. And you say your time and expenses, according 
to your accountants, involved in this particular procurement were in 
the neighborhood of $1,000? 

Mr. Wattas. I would say it is in excess of $1,000, not counting my 
time, for what it is worth. 

Mr. Opvom. Do you know whether Victory Apparel Co. employs 
more or less than 500 employees? 

Mr. Wattas. I really don’t know. I would say less. 

Lieutenant Commander Loussg. All people participating were small 
business, sir. 

Mr. Ovom. So we have a case here where one small-business man 
lost $1,000 and another one went out of business. Is that a fair 
statement ? 

Mr. Wattas. That is correct. 

Lieutenant Commander Louse. Right, sir. 

Mr. Barrman. We did not put him out of business. 

Mr. Opom. Oh, no. I did not make that statement. 

Senator Smarners. I think the whole testimony demonstrates one 
thing which I think you people in the Navy should be more cognizant 
of, that we are trying to encourage, wherever we can, the Defense 
Department to let these contracts to small-business men. Many of 
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these small-business men are, in effect, on the margin, economically 
speaking. Now, when you force them to go out and make prepara- 
tions for a bid and they make those preparations and they go to 
considerable expense, and then you people change your minds in the 
middle of that operation, you do great damage to a lot of small-business 
men, none of which I say is intentienal, but it is just a way of operating. 
As we used to say when we were in the Marine Corps, there is the right 
way and the Navy way. 

Actually I think we all agree that the Navy does a pretty good 
job on this whole business. But this is an instance where one small- 
business man has been hurt, and, of course, those are the kinds of things 
we wish toavoid. Iam sure you do, too. 

Lieutenant Commander Lousr. Senator Smathers, the current De- 
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st now requires that the concern participating in the invitation 
must be qualified prior to the opening day, which should resolve some 
problems where there is a possibility, as in Mr. Wallas’ case, that 
he might have gotten qualified before we had to make the award. 

Mr. Opom. That is a good point. 

Senator Smaruers. Fine. I think this is a good place to end this 
particular phase of our hearings this morning. It is 12 o’clock, 
and the Senate is going on the floor. Suppose we recess until a 
quarter of 2. Is that satisfactory with you people? 

Mr. Opom. Yes, sir. 

Senator Smaruers. Fine. 

(Whereupon, at 12:00 noon, the subcommittee recessed, to recon- 
vene at 1:45 p. m., the same day.) 


AFTERNOON SESSION 


Present: Senator Smathers (chairman of the subcommittee) pre- 
siding. 

Senator SamatHers. Gentlemen, I apologize for being late. It 
could not be helped. 

The meeting will come to order. Who is our first witness? 

Mr. Opom. We are ready. 

Senator Smatuers. The first witness is Mr. Aufhauser. 

Identify yourself for the record. 


STATEMENT OF FRED E. AUFHAUSER, PRESIDENT, PROJECTION 
OPTICS CO., INC., ROCHESTER, N. Y.; ACCOMPANIED BY E. THEO- 
DORE ARNDT, WASHINGTON REPRESENTATIVE OF PROJECTION 
OPTICS CO. 


Mr. Auruauser. I am Fred FE. Aufhauser, president of the Pro- 
jection Optics Co., Inc., Rochester, N. Y., manufacturer of precision 
opticals and, in particular, specializing in the manufacturing of 
theater optics such as projection lenses, as well as anamorphic lenses 
which are used for the purpose of Cinemascope. 

Mr. Opom. You are located at Rochester, N. Y.? 

Mr. Auruavser. In Rochester, N. Y.; that is correct. 

You were kind enough to ask me to present testimony today con- 
cerning certain difficulties which my company encountered in con- 








40 MILITARY PROCUREMENT—1956 


nection with a current Bureau of Ships negotiation for procurement 
of Cinemascope lenses. 

I very much appreciate this opportunity as in the many years of 
our dealings, as a recognized source of supply, with civilian and 
military Government departments, I have never before met with such 
damnable and unconscionable tactics as were displayed by the Navy 
Department in this case. 

Briefly, I should like to give you an idea of my company and some 
of the background: 

Projection Optics Co. has been in existence for 35 years, engaging 
in the manufacture of every type of optical assemblies, as well as 
specializing in theater optics for the motion-picture industry. In 
recent years our company has performed successfully under any 
number of contracts for optical requirements, with Frankford Ar- 
senal; Wright-Patterson Air Force Base; the naval ordnance plant 
in Indianapolis; and the ships parts control center in Mechanicsburg, 
Pa., just to cite a few. 

We have been most diligent in our pursuit of Government business 
in that we have requested all appropriate Government purchasing 
activities to list us as a potential source of supply. As a rule, from 
most agencies we have been receiving invitations or informal in- 
quiries; however, in our dealings with the Department of the Navy 
in Washington, we were not quite satisfied that we were being given 
a fair opportunity to quote whenever optical requisitions were farmed 
out to private industry. 

To that end during the past few years we have made a studious 
effort, as can be documented, to become listed with the various 
branches of the Navy Department in Washington as an acceptable 
source of supply. The visitors’ log and the correspondence file at 
the Bureau of Ships, in particular, will show that we have in the 
past taken all humanly conceivable steps to be considered by the Navy 
for procurements of optical requirements. Repeatedly, we have been 
assured by the small-business specialist of the Bureau of Ships that 
Projection Optics Co. would be given every opportunity to bid or 
to quote on each such requirement as they come up. 

Early last year the Navy’s need for anamorphic theater lenses to 
enable the showing of Cinemascope pictures at Navy shore installa- 
tions became known. 

Senator Smatruers. Would you have any particular objection if 
vou told us what happened and we filed your statement just as it is? 

Mr. Avurnavser. It isn’t too long. It will take about 10 or 15 
minutes. 

Senator Smatuers. We are here to hear you but let us hurry it 
along. We cannot “do” much to the Navy unless we get the case in 
first. 

Mr. Aurnauser. The Navy tested our Cinemascope lenses at that 
time—these were lenses for 35 millimeter commercial films—and we 
were advised that we were not the low bidder; therefore, we were 
only awarded a partial subcontract for prime lenses by the Altec Serv- 
ice Corp. of New York, which corporation had a yearly contract with 
the Navy to service all shore theaters. 

We knew at that time—that is in the spring and early summer 
of 1955—that the Navy would eventually also procure Cinemascope 
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lenses for the entire fleet, and in our discussions with the Bureau of 
Ships, which branch was assigned within the Navy to handle this 
prospective procurement, we repeatedly expressed our interest in 
equipping our ships with anamorphic lenses. 

You should bear in mind at this stage that the American suppliers 
for Cinemascope lenses are : f 

1. Bausch & Lomb Optical Co., Rochester, N. Y. 

2. Panavision Inc., Los Angeles, Calif. (distributor : Radiant Screen 
Manufacturing Co.). 

3. Bell & Howell Co., Chicago, Ill. 

4. Projection Optics Co., Inc., Rochester, N. Y 

5. Vidoscope Corporation of America, New York, N. Y. 

In following up on these initial discussions, I wrote on June 2, 
1955, to Mr. Philip M. Cowett in the Ship-Technical Division, calling 
attention to our introduction of a new fixed-type anamorphic lens 
under our trade name “HILUX 264” and stating that we would be 

repared to furnish the new Cinemascope lens for 16 millimeter pro- 
jectors with any desired focal length, that is, either 3-inch, 4-inch, 
or even 2-inch type lenses, whichever would be most suitable to the 
Navy. 

More than a month and half later the Navy replied under date of 
July 25, 1955, indicating that in many cases a longer focal-length 
anamorphic lens would be needed than the focal length now available, 
probably up to at least 7.5 inches, and inviting our comments regard- 
ing the general requirements in connection with long focal-length 
lenses, as well as requesting technical information on any existing types 
of 16-millimeter anamorphic lens which we may have designed or had 
in production at that time. 

On August 9, 1955, I advised the Navy that our engineering depart- 
ment would submit a complete drawing of a 16-millimeter system 
for showing Cinemascope pictures and on September 1, 1955, we sub- 
mitted a drawing for a 4-inch Cinemascope projection lens suitable 
for 16-millimeter film projecting. 

Mind you, Senator, during this critical period from July 25 of 
last year to September 1, 1955, the Navy never gave us any inkling of 
their requirement, established during the end of July, that a 2-inch 
focal-length anamorphic lens was needed for equipping our fleet. 
However, certain officials in the Navy did make this definite require- 
ment known to some of our competitors which fact I am prepared to 
prove if need be. The unfairness of such a procedure is obvious. 

Early in November when we followed up further, the Navy informed 
us that they were still working on the project of finding a suitable ana- 
morphic lens for the fleet and that their study was expected to be 
completed by mid-January 1956. 

At that time it was mentioned to us that the Navy did have to go 
out on the market and had to buy “a few anamorphic lenses of the 
shorter 2-inch focal length to equip a few naval vessels on an experi- 
mental basis” since some requests had been received from certain cap- 
tains on the high seas who were anxious to show to limited audiences in 
their own quarters Cinemascope pictures which they had happened to 
get hold of, and that this, we were told, insignificant procurement was 
being handled “on an emergency basis.” 

A few days thereafter, while attending the Convention of Theater 
Supply Manufacturers in Chicago, I learned that 2,300 anamorphic 
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lenses were to be awarded by the Navy to the Bell & Howell Co., and 
I immediately sent to the Chief of Naval Material, Admiral Royar, a 
protest by telegram, copy of which is in your file, requesting that 
Admiral Royar halt or rescind immediately any or all procurement 
actions under this Bureau of Ships negotiation for Cinemascope lenses 
on the following seven grounds: 

1. No emergency or urgency is involved. 

2. Bell & Howell is neither sole source of supply nor has 2-inch an- 
amorphic lenses commercially available. 

3. Improper and highly irregular removal of Projection Optics Co. 
from bidder’s list. 

_4. Procurement should be formally advertised rather than nego- 
tiated in secret. 

5. By joint determination of the Small Business Administration, 
partial requirements should be set aside for small business. 

6. Resultant considerable savings to the Navy. 

7. Proposed expenditure of approximately $214,000 was “not in the 
best interest of the Government.” 

In the course of Admiral Royar’s review, it was learned that the 
Bureau of Ships had issued a request for proposal on August 29, 1955, 
under P. R. 565-2237 and that under this request had solicited quota- 
tions from only two manufacturers, Bell & Howell and Bausch & 
Lomb. At no time did the Navy have the courtesy to inform us of this 
actual procurement, nor did they solicit any quotation from us. 

The Navy’s contention is that the Technical Division determined 
that we are incapable of making a suitable anamorphic lens within 
the time schedule specified in P. R. 565-2237 which called for a stag- 
— delivery of 2,300 lenses beginning on December 1, 1955, throug 
April 1, 1956. 

Ve feel that this decision of the Bureau of Ships is a most arbitrary 
and capricious, if not frivolous act, toward Projection Optics Co. and 
that it was arrived at in a most irresponsible and caieless manner. 

The fact that we had worked so closely with the Bureau of Ships 
during the preliminary stages of this procurement and then were de- 
prived of an Sapam to bid, reflects even more on the propriety 
of the acts of the Navy officials who planned this procurement and then 
betrayed our confidence. And I repeat here what I have told the Na 
at the outset, that we consider this most irregular procedure a breac. 
of faith. 

In some dialectic way, the Navy contends that we were not dropped 
from the bidders’ list, and, although Admiral Royar continues to assure 
us in his letter of the high reputation we are enjoying with the Navy, 
nevertheless, the fact remains that we were dropped from the bidders’ 
list for this particular pn as we were excluded at that time 
(August 1955) “by higher authority” from being solicited for a quota- 
tion under P. R. 565-2237. 

The Navy, having placed so unjustifiedly a procurement with Bell 
& Howell, places us, however, for future procurements at a distinct 
disadvantage, as Bell & Howell would then be already set up, aside 
from the fact that the Navy frequently seems to prefer—for purposes 
of interchangeability—to reach back for a previous supplier in the 
event of additional procurements. 

The Navy maintained that this procurement had to be negotiated on 
an sicer Parke under section 2 (c) (14) of the Armed Services Pro- 
curement Act of 1947 on the ground that this requirement involved— 
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Supplies of a technical or specialized nature requiring a substantial initial invest- 
ment or an extended period of preparation for manufacture, as determined by the 
Secretary, when he determines that advertising and competitive bidding may 
require duplication of investment or preparation already made, or will undoubt- 
edly delay procurement of such supplies. 

Under subsection 3-214.2 of the Armed Services Procurement Regu- 
lations, this authority may be used for the procurement of technical or 
specialized supplies, for example, and I quote: 


aircraft, tanks, radar, guided missles, rockets and similar items of equipment. 


Gentlemen, how can Cinemascope lenses, used purely for entertainment 
purposes, possibly fall within this category ¢ 

From what I have already related to you, it is fairly obvious that any 
contention of urgency or emergency is farfetched. Early last year the 
Navy had made preparations to convert Navy shore installations to 
Cinemascope showing. Our discussions with the Navy regarding 
Cinemascope conversions of Navy vessels began in May 1955, and I can 
see absolutely no reason for suddenly, at the end of August, drumming 
up an excuse of urgency in order to afford preferential treatment to 
two manufacturers and only solicit quotations from them, especially 
since one of the manufacturers, the Bell & Howell Co., had sometime 
before stepped out of the commercial field of manufacturing anamor- 
phic lenses. 

It is most interesting to observe what happened to the Navy’s claim 
that only Bell & Howell and Bausch & Lomb were able to meet the 
Navy’s urgent delivery schedule forming the basis for this secret 
negotiation. I shall set forth the Navy’s original delivery schedule 
which the Navy asserts our company could not meet, and the delivery 
schedule negotiated with Bell & Howell under contract NObs 67670: 

Mr. Ovom. We notice that it is 2 or 3 months after the original 
schedule. 

Mr. Aurnuauser. Right. 


Delivery schedule requested by Navy Delivery schedule negotiated under 


under P. R. 565-2237 NObs 67670 with Bell & Howell 
Re eee gs ii aati, aed Dec. 1,,1056 |: S00 lensges..........- 6.06 Feb. 1, 1956 
i RS Be UR eae eee ee Mar. 1, 1956 
Se I iii ccseghh css in ercatbagess Feb. 1, 1956 | 500 lenses_...........___-. Apr. 1, 1956 
ke eee ee ee May 1, 1956 
Be iiss AL’ Apr. 1, 1956 | 500 lenses________________ June 1, 1956 
ee July 1, 1956 


In the light of these facts, how, then, can the Navy still claim 

“urgency” ? 

oreover, the 2-inch anamorphic lens desired by the Navy is nothing 
but a smaller scale anamorphic lens made identically on the same 
principle as the commercial-type anamorphic lenses, to which fact 
any competent optical expert will testify. Even the Navy’s consultant 
from the Bureau of Standards confirmed this fact. Therefore, any 
determination that the Navy’s 2-inch anamorphic lens is of a highly 
technical and specialized nature requiring an extended period of prep- 
aration and manufacture is sheer and utter nonsense. 

As stated above, I asked the Chief of Naval Material on November 6 
to halt or rescind all procurement actions under this procurement. 
Tn response to a question raised by Admiral Royar, we also filed with 
the Navy a firm quotation on November 10—24 bd after the release 
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to us of the basic request for proposal P. R. 565-2237—in the amount 
of $177,100 or, as an alternate bid, in the amount of $184,000 for the 
2,300 2-inch anamorphic lenses, quoting as delivery 1,000 each within 
90 days after receipt of contract and the balance of 1,300 within 30 
days thereafter. 

n other words, the Navy could save either $30,000 or $37,000 if 
either one of our quotations were to be accepted. 

It is true that we originally merely suggested an anamorphic at- 
tachment to the existing prime lens which is already part and parcel 
of every 16-millimeter shipboard projector. In doing so we had the 
best interests of the taxpayers in mind and hoped to save the Govern- 
ment some money. If the Navy would have been satisfied with a 
mere anamorphic attachment, they could have saved at least $100,000 
to $125,000 on this single procurement action. 

Admiral Royar suggests to us in his letter of December 8, 1955, that 
the issue involved is the validity of certain engineering judgments 
taken by the Bureau of Ships, and the Navy assigned Capt. J. B. 
Duval, Jr., now Assistant for Shipbuilding and Fleet Maintenance 
in the Bureau of Ships, to conduct an impartial review. 

This review was to resolve the following two questions: 

(1) Was the Projection Optics Co. in August of 1955 capable of 
developing and manufacturing a suitable Cinemascope lens? (2) Was 
Propection Optics Co. able to make delivery within the time specified ? 

Captain Duval, who happened to be the Director of Contracts in 
the Bureau of Ships on October 10, 1955, when the contract with Bell & 
Howell was signed, called for a meeting on December 9 while I was 
in Europe on company business, to which the Navy also invited as 
their consultant an optical expert from the Bureau of Standards. 

I believe we demonstrated clearly to Captain Duval at this meeting 
that there was no problem for any manufacturer skilled in the art of 
making aaa Cinemascope lenses, to develop and make any spe- 
cial type of anamorphic lens of shorter or longer focal length. The 
Navy’s consultant, Dr. Robert E. Stephens, of the Optical Instruments 
Section of the Bureau of Standards, agreed in this respect fully with 
our chief expert, Mr. John R. Miles, who, with his 22 years of experi- 
ence, has established a nationwide reputation as an authority in the 
optical field. 

Mr. Opvom. Mr. Miles had 22 years of experience? 

Mr. AurHauser. Yes. 

We showed Captain Duval at this meeting a preliminary working 
model approximating the Navy needs which we me made up in less 
than a week. True enough, this was a class II model—a class I type 
was needed under the Navy specifications—but this quasi-prototype 
was merely shown to Captain Duval at that meeting on December 9 
to convince the Navy that there was no unusual effort necessary, or 
research problem, or special development technique required to create 
the specified anamorphic lens unit—that is, the combined package unit 
desired by the Navy, consisting of the anamorphic part and the prime 
lens part. 

I adh by long-distance from Europe, to the release of our pre- 
liminary working model to the Navy under the condition that it was 
not to be treated as a preproduction sample, but merely to accede to 
Captain Duval’s request, who wanted to know, as I understood it, 
what sur model does. Captain Duval had also assured us that our 
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preliminary working model would not be used for purposes of com 
parison. 

Subsequently, I am informed, Captain Duval instructed the Brook- 
lyn Navy Yard to set up tests for our preliminary working model con- 
veying to the testing officials the impression to expect a preproduction 
model from us. On December 20, after completion of the Brooklyn 
Navy Yard tests, —— Duval requested us again to submit to him 
our preliminary working model, giving as a reason that he desired to 
see for himself what our preliminary working model does on the screen 
reproduction. We again rushed our model to Washington, whereupon 
Captain Duval had a private showing at the Naval Photographic Cen- 
ter in Anacostia demonstrating our preliminary working model, be- 
fore a sizable Navy audience, in comparison with the preproduction 
model of Bell & Howard. 

Contrary to assurances given by the Navy that our preliminary 
working model would not be considered as a preproduction sample and 
would not be used for purposes of comparison, Captain Duval pro- 
ceeded to compare this model and reached a decision, based on this 
comparison, that we would not meet the Navy requirements. 

Senator, I feel this was hardly an impartial review. It is always 
difficult for anyone to sit in judgment of himself, and in a similar 
circumstance, in any court of justice, a judge would readily disquality 
himself because of a presumed bias. 

My feeling is that here again the Navy did not observe the rules of 
fair play, and I am prepared now, as I have always been, to demon- 
strate to you and the Navy conclusively that we are capable of manu- 
facturing a suitable 2-inch anamorphic lens and making delivery in 
time to meet the Navy’s requirements. 

Senator, I don’t know whether the damage done is irreparable; 
but I hope that, at least, this public exposure will serve to bring about 
certain merited adjustments in this procurement, thereby effecting a 
substantial saving to the Government and assisting our President in 
balancing the budget. 

Senator Smaruers. All right, sir, thank you, Mr. Aufhauser. You 
sit right there. I might say that we appreciate the effort and the 
energy that you have gone to, to come down here to give us this state- 
ment, and we believe that it will, in the long range, have beneficial 
effects, maybe not so much for you—we hope for you, too—but cer- 
tainly for all small businesses like yours. 

Mr. Ovom. We thought we would have Mr. Futter of the Vidoscope 
Corporation of America come up and give his statement. 

This is Mr. Futter. You are president of the Vidoscope Corpora- 
tion of America, New York, N. Y.; is that right ? 

Mr. Furrer. Yes, sir. 

Senator Smatuers. You proceed. 


STATEMENT OF WALTER FUTTER, PRESIDENT, VIDOSCOPE 
CORPORATION OF AMERICA, NEW YORK, N. Y. 


Mr. Furrer. My statement, Senator, must involve the display of 
certain of these lenses which are the subject matter, for the reason 
that these models and mockups were made with the Navy’s knowl- 
edge during all of the period that preceded the actual purchase. 

71813—56—pt. 1——4 
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We started with the Navy in 1954, with anamorphic lenses and had 
these lenses at all times ready for purchase, ready to use, and in com- 
plete production. So I must show them to you now. 

Senator Smaruers. How many people do you have working for 

‘ou! 
; Mr. Furrer. About 10. 

Senator Smaruers. How about you, Mr. Aufhauser ? 

Mr. AurHauser. About 52. 

Mr. Furrer. I assure you that these lenses are all pertinent. 

Mr. Opom. You prepared and constructed all of these lenses that 
you are putting on the table now, Mr. Futter? 

Mr. Furrer. Yes; I designed them and put them together. 

Mr. Ovom. There are about a dozen or so, I believe. 

Mr. Forrer. Yes. 

I am Walter Futter, an American citizen, born and raised in the 
United States, the president of the Vidoscope Corporation of America, 
whose primary business is to supply projection lenses to buyers 
throughout the world. I have been asked by this telegram, exhibit 1, 
from the Hon. Senator George A. Smathers, to come here to state 
my story. 

(The telegram referred to above has been retained in committee 
files as exhibit 1.) 

Mr. Furrer. I have been engaged in the motion picture business 
for over 40 years, in the manufacture and production of movies, pro- 
jection and sound equipment for their exhibition, and now particu- 
coke in lenses for the exhibition of wide-screen and Cinemascope 
productions. 

Cinemascope is the trade name of the 20th Century-Fox Film Corp. 
and designates the anamorphic method of producing and exhibiting 
movies which are twice as wide as they were before. 

In photographing these pictures, twice the area is shown on the 
photograph and squeezed, aval and in exhibiting those same films 
twice the area is reenlarged, and the reenlargement process takes 
place with this so-called Cinemascope lens, an anamorphic by an- 
other name. 

Senator Smatuers. If you would rather talk, let us put your state- 
ment as is in the record. 

Mr. Furrer. I can’t do that—I haven’t made this statement as 
formal as that. 

Senator Smaruers. All right. 

Mr. Forrer. But I was proposing to shorten it as much as pos- 
sible—— 

Senator Smaruers. Go right ahead. 

Mr. Futter. In respect of your time. 

This Cinemascope system developed by 20th Century-Fox Film 
Corp., has met the wide approval of the entire world and has resulted 
in hundreds of the largest productions being made by all the major 
motion-picture companies, with the exception of Paramount. 

In this process, the most important factor with which we are con- 
cerned here today, is that it is necessary to use an anamorphic lens to 
show these movies to the viewers. Twentieth Century-Fox started 
this development in January 1953, and in April of 1953 I had some 
talks with Mr. Earle Sponable, chief of technical development of 20th 
Century-Fox Film Corp. He informed me of the possibility that thea- 
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ters all over the world might want 35-millimeter anamorphic lenses 
which would project the Cinemascope film, and I was free to develop 
these lenses and have them manufactured for sale. So, I started the 
development and manufacture of the 35-millimeter Vidoscope ana- 
morphic projection within 3 months after Fox did. 

Vidoscope has been successful in getting these lenses made, sold, and 
delivered to thousands of theaters in the United States and the rest of 
the world. We are licensed by the 20th Century-Fox Film Corp., to 
use their trademark “Cinemascope,” and have their technical assist- 
ance. 

Starting so early in this field, we have, therefore, a pretty general 
knowledge of anamorphic lenses and the development and exploita- 
tion of this method of projecting moving pictures, and we are proud 
to say that thousands of exhibitors throughout the world have ex- 
tended us many congratulations on the quality of our product and are 
continuing to buy and use Vidoscope anamorphic 35-millimeter lenses, 
exhibit 2,' for the projection of the great Cinemascope productions 
from Hollywood and elsewhere. 

On September 1, 1954, our sales agency, the John S. Price Co., wrote 
the Naval Motion Picture Service, Naval Base, Building 311, Brook- 
lyn, N. Y., as follows: . 


ExHrsItT 3 
SEPTEMBER 1, 1954. 
OFFICER IN CHARGE, 
Navat Morion Picture SERVICE, 
Naval Base, Building 311, 
Brooklyn, New York. 

Dear Sir: This company is interested in providing the various naval instal- 
lations with anamorphic projection lenses for the purpose of showing Cinema- 
scope films, and we are recommending that the Naval Motion Picture Service 
consider purchasing the Vidoscope anamorphic lens, which we believe to be the 
finest of its kind on the market. 

May we call to your attention the July 16 issue of Film Daily, wherein the 
results of a comparative test, conducted by the Drive-In Theater Owners As- 
sociation in North Carolina, gave Vidoscope the No. 1 position as printed. 
This scientific test of all anamorphics was the third time such a result placed 
Vidoscope at the top of the list, and yet Vidoscope sells for $200 less than any 
other cylindrical anamorphic. 

The manufacturer also makes a complete line of regular objective lenses, 
both short focal and long focal, including those to be used for projection of 
Paramount’s new Vista-Vision process, and we are enclosing a price list on these. 

Since we realize that the naval ship viewing rooms are mainly using 16 milli- 
meter, we have asked the manufacturer to provide us with the 16 millimeter 
anamorphic projection lenses as soon as possible, and we expect to have samples 
and prices on these within a month. We would appreciate an expression of 
your interest in this matter as well as the above. If you require a demonstra- 
tion of the 35-millimeter Vidoscope anamorphic, we will be glad to provide you 
with a pair for this purpose. 

Yours very truly, 
Joun S. Price Co., 
ROBERT PRESNELL, 
Vice President. 


Mr. Furtrer. On September 15, 1954, the John S. Price Co. wrote 


Mr. Jack Connally, United States Information Agency, 1778 Penn- 
sylvania Avenue, Waiiaon 25, D. C., as follows: 


1 Exhibit 2, a prototype of an anamorphic lens, was not accepted as an exhibit to the 
record but was retained by the witness. 
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Exnuisir 4 


THE JOHN S. Price Co., 
New York N. Y., September 15, 1954. 
Mr. JAcK CONNALLY, 
United States Information Agency, 
1778 Pennsylvania Avenue NW., 
Washington 25, D. C. 


Dear JacK: So sorry to have missed seeing you when I was in Washington 
last week. I had a few things to talk to you about, some of which I took up 
with Mr. Clark in your absence. 

I am sure that you know Walter Futter who used to be a producer in Holly- 
wood and a good picture man. And you probably know John Sheldon as well 
as you know me. Well, Walter has got his hands on a lens-grinding outfit in 
West Germany turning out the finest anamorphic lenses that can be made. 
John Sheldon is associated with him in this and has set up his own company. 
The John S. Price Co., to handle sales. And I am working with John in offering 
35- and 16-millimeter anamophic lenses, together with the regular objective 
projection lenses, at prices well under Bell & Howell and Bausch & Lomb, 
for quick delivery. These lenses have met every test and have been proven 
superior. 

For your information I am enclosing some literature describing the Vidoscope 
anamorphic lens in event you may need some of these in either 16 or 35 milli- 
meter for your overseas use. On July 16 last the Film Daily published the 
results of & comparative test of lenses conducted by the Drive-In Theater 
Owners Association in North Carolina in which Vidoscope lenses were given 
the No. 1 position. This scientific test of all anamorphic lenses was the third 
time that Vidoscope lenses were placed at the top of the list. And yet, Vido- 
scope sells for $200 less than any other cylindrical anamorphic. This quality 
extends also to the regular objective lenses, both short focal and long, including 
those used for the projection of Paramount’s new Vista-Vision process. A price 
list is enclosed. 

The 16-millimeter anamorphic has just come in and we will send you a price 
list in a few days. Incidentally this lens is also a taking lens. The demand 
has been quite active for these lenses and we are trying to make deliveries as 
rapidly as possible. If you have any interest in these we will do our best to 
give you our highest priority. 

I am writing this to you from Detroit where I am doing a motion-picture 
job for Jam Handy at the moment. But I am asking John to contact you re- 
garding the import-export banking problems on lenses. All the best to you and 
hope to see you soon. 

Sincerely, 
ROBERT PRESNELL. 


Mr. Furrer. And received an answer dated September 20, 1954, as 
follows: 


Exursit 5 


UNITED STATES INFORMATION AGENCY, 
Washington, D. C., September 20, 1954. 
Mr. ROBERT PRESNELL, 
The John 8S. Price Co., 
New York, N.Y. 

Dear Bos: I have your letter of September 15 with the literature describing 
the Videoscope anamorphic lens. I am very familiar with what Walter has 
done with the lenses. In fact, I was with him when he started it. Unfortunately 
you are a little late in getting to the Government because they already have all 
these specifications and are working with another concern. 

I was glad to hear from you. 

With best wishes I am 

Sincerely yours, 
JoHN S. CONNOLLY, 
Chief, Domestic Production Division, 
Motion Picture Service. 








li 
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Mr. Furrer. We were advised by the Naval Motion Picture Service 
in Brooklyn to see Mr, Cowett in Washington. So, on March 8, 1955, 
we showed Messrs. Cowett and Van Niman of the Bureau of Ships our 
35-millimeter lens, which is that large one there, which was in general 
distribution to theaters throughout the world, we having distributed 
more than 10,000 of them, and our 16-millimeter version—sort of a son 
of the father, exactly the same but in the 16-millimeter version—and 
inquired of Messrs. Cowett and Van Niman, how either or both might 
be adapted to the Navy’s projection equipment, if, as, and when the 
Navy might desire to further its Cinemascope film in the 16 millimeter. 

Repeating, to try to supply anamorphic lenses to the Navy, I ac- 
companied Robert Greenblati, our sales manager, to W ashington on 
March 8, 1955, and showed Messrs. Cowett and Van Niman of the 
Bureau of Ships our exhibits Nos. 2 and 6,' and inquired of them how 
either or both mais be adapted to the Navy’s projection equipment if, 
as, and when the N ‘avy might decide to furnish to its personnel 
Cinemascope film in 16- millimeter versions. 

We learned that the Navy was equipped with a projector called the 
JAN, and that the projection lenses in the J AN machine, exhibits Nos. 
7 and 8,? were much larger in diameter than standard 16-millimeter 
projection lenses of other American firms, such as Eastman, Victor, 
Ampro, RCA and others. This is one. 

We found that the lenses of the JAN machine were large enough 
that, by the addition of a simple ring such as this, exhibit No. 9,° the 
Navy could utilize its existing prime lenses by adapting them to our 
standard 35-millimeter anamorphic lens for excellent projection of 16- 
millimeter films. 

A little ring connects the large lens to the Navy lens, and they screw 
right together. There was no problem to use the lenses then in the 
JAN machine with the 35-millimeter lens if they wanted todoso. But 
those same machines and those same lenses, which were very, very 
high quality, were adaptable to our 16-millimeter lens by the simple 
addition of a little adapter that would go on to the machine with 
2 little screws. 

Between March 8 and May 2, 1955, we designed and made an adapter 
ring, exhibit No, 9, which made it possible to use the existing prime 
lenses in the existing JAN machines with a standard 35-millimeter 
anamorphic attachment for projection of 16-millimeter Cinemascope 
pictures. 

We also designed and made a single-barrel adapter, which was my 
conception of the talks that we had with Messrs. Van Niman and 
Cowett. They didn’t give us any particular information; they didn’t 
disclose any naval secrets to us. We knew that it didn’t have : anything 
to do with the atom bomb. But they let us know what they had in 
their minds in a general sort of a manner, because I had asked enough 
questions to get something. 

So I looked at the JAN machine, decided myself that a lens of this 
nature might be practical in such a machine. It contains already the 
projection lens and the anamorphic lens. There is nothing for the 


1 Exhibit 6, a prototype of an anamorphic lens, was not accepted as an exhibit to the 
record but was retained by the witness. 

2Exhibits Nos. 7 and 8, prototypes of projection lenses, were not accepted as exhibits 
to the record but were retained by the witness. 

8 Exhibit 9, a prototype of an ‘adapter ring, was not accepted as an exhibit to the record 
but was retained by the witness. 
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operator to do but to slip this lens into the projection machine, just in 
the same manner that he would normally, and he has anamorphic 
pictures. 

So on May 2, 1955, we brought this mockup of a lens down to show 
Messrs. Van Niman and Cowett, and to ask them if this, in general, 
was what they had in mind. 

They said that they were writing specifications, that it might be 
along the lines that they were thinking, but that their specifications and 
procurement requirements were in work and were not available to us. 

We also designed and made exhibit No. 10,5 which combines in a 
single barrel a 2-inch focal length prime lens and a 16-millimeter 
anamorphic attachment, the whole assembly operating as a unit. 

Exhibits Nos. 9 and 10, with their accompanying anamorphics, were 
shown to Messrs. Cowett and Van Niman by our Mr. Greenblatt on 
May 2, 1955. He was told that exhibit No. 10 represented the type the 
Navy was thinking of, but that their specifications and procurement 
requirements were in work and were not available. 

Vidoscope, now knowing that we were on the right track, and that 
a procurement requirement and specifications were definitely in work 
at the Navy, then ordered its manufacturers to get ready to deliver 
the optical components of our design, because our experience showed 
us that it takes a minimum of 3 months to procure the glass, grind, 
and polish same for assembly into a finished product, and that the 
optical elements must be in production long before the metal parts, 
which are easy by comparison. 

The Vidoscope Corp. spent its own time and money, bought the 
raw glass in the United States, shipped it to Germany, had the 
anamorphic elements ground, polished and assembled, all on its own, 
without asking for or receiving any promises from the Navy, and only 
expecting if, as, and when a procurement requirement was decided 
— by the Navy, that Vidoscope Co. would be given consideration 
along with any other qualified suppliers. 

During the time encompassed in this memorandum so far, the proper 
information was supplied to the Navy to assure the Navy that Walter 
Futter and the Vidoscope Corp. were able, financially and otherwise, 
to execute an order, if received, and these qualifications were submitted 
to the Navy and passed upon by them. 

During the months of June and July 1955, we continued on our JAN 
designs, improved them and made 5 additional mockups. In the last 
of July, Mr. Van Niman called at our booth at the NAVA conven- 
tion in Chicago, saw our 16-millimeter anamorphic lenses on display, 
asked for and received 6 copies of our descriptive folder, of those 
lenses. 

Senator Smatuers. We will make that a part of the record. 

Mr. Furrer. This describes them completely. They were being 
sold to everybody. They were in complete production. 

Mr. Opom. We can maintain that in our file. 

Senator Smaruers. Very well. 

(The document referred to is retained in the committee files as 
exhibit 11.) 

Mr. Furrer (continuing). And, in the company of Mr. Greenblatt, 
Mr. Van Niman saw our JAN 16-millimeter anamorphic unit, such as 








1Exhibit 10, a eeires of a prime lens with an anamorphic attachment, was not ac- 
t to the record but was retained by the witness. 
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this, installed on an Eastman Arc projector, which has the same dimen- 
sions as the JAN, and saw our 16-millimeter anamorphic projecting 
Cinemascope film at the exhibits of the Victor and Ampro projector 
manufacturers. 

On August 18, 1955, Mr. Greenblatt called on Messers. Cowett and 
Van Niman and showed them Exhibit No. 12", which was designed to 
contain the ees lens and an adjustable anamorphic lens in a single 
unit, and asked when the Navy specifications would be ready so that 
we could start a final design which would contain the proper optical 
elements to meet the Navy’s specific requirements. 

He was told that these specifications were dependent upon a survey 
which was under way and that they were not ready for delivery to 
prospective suppliers—this is August 18, 1955—but that we would be 
put on the list of such suppliers by complying with the proper proce- 
dure through the New York offices of Navy procurement, which we 
did. 

On August 30—please note this date—Mr. Greenblatt, each time he 
comes down here he comes down at our expense. He is our salesman; 
he has but 1 thing to do and that is to see these 2 men—Mr. Green- 
blatt again called on the same 2 gentlemen to ask for the specifications, 
and we have records of many telephone calls to them during these 
months, same continuing through the month of September and u 
to October 11, 1955, when a specific call was originated in New York 
by me and Mr. Greenblatt to Mr. Van Niman, at which time we 
were told that the specifications for the JAN anamorphic unit were 
not available to us. 

We have record of at least one additional telephone call during the 
month of October with the same result. That was August 30 that Mr. 
Greenblatt was here. Last night I learned for the first time, from Mr. 
Weadock, that the request for these bids had gone out on August 29, 
the day before. 

They told us they were not ready and were not available. We have 
a record of continuous telephone calls in addition to these visits all 
the way through the months of March, April, May, June, July, August, 
September, and October 1955, and on. 

n November 1, 1955, we had an exhibit and showed all of our latest 
developments of our anamorphic and prime lenses at the TESMA 
convention in Chicago at the Morrison Hotel, and there learned for 
the first time that a purchase order for 2,300 JAN integrated anamor- 
phic units had been awarded to the Bell & Howell Co. 

Senator SmaruHers. How big is Bell & Howell ? 

Mr. Furrer. They are about a thousand times bigger than we are. 

Mr. AurHavusEr. About 3,000 employees. 

Mr. Furrsr. I think they have at least 3,000. 

Mr. Opom. It isa large concern. Do you know whether the recuests 
= roposals were sent to any company other than Bell & Howell by 
the Navy? 

Mr. Furrer. We heard in Chicago at that time, along about Novem- 
ber 1, that they had been sent to Bausch & Lomb. The Bausch & Lomb 
people told us that themselves. 

Mr. Opom. Is this company, Bausch & Lomb, a large concern ? 


1 Exhibit 12 was not accepted as an exhibit to the record but was retained by the witness. 
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Mr. Furrer. That is a large concern, very large. 

Mr. Opvom. Proceed. 

Mr. Furrer. We must tell you that, during all of the months and 
for a year and a half preceding this, we were the only company of a 
great many companies in the United States who had a 16-millimeter 
anamorphic lens in production and available to anyone. It had been 
completely advertised, completely exhibited at every public affair; 
we had sold many hundreds of the lenses. They give very great satis- 
faction, and we were in the business of supplying 16-millimeter ana- 
morphic as well as 35-millimeter anamorphic lenses to anybody who 
wanted them for all of the months that preceded this. 

Most of my discourse, so far as it concerned itself with our develop- 
ment, indicated that it was purely imaginary on my personal part of 
what the Navy wants in optics of this type. We can make anything 
that can be made, but we are very willing and anxious to give the Navy 
exactly what they want, whether we think it is a good idea or a poor 
idea. 

We wanted to give them what they wanted and so we made these 
mockups to ask them if they looked like the kind of thing they had in 
mind while they were writing the specification. 

We made up even a finished one. Here is a finished factory sample 
of that mockup. 

And we made up many more which are finished in every manner 
to comply with whatever the Navy might look for, because they are 
finished in such a manner as to be par excellence in the optical field. 

In the vacuum lens, which is in these lenses, it is possible to make 
over 100 lines per millimeter. And we finally learned that they only 
asked for 90 in the center. 

All right, having learned that the contract for 2,300 lenses had been 
given to Bell & Howell, we immediately proceeded to Washington 
to see what we could do, knowing that the contract had already been 
let. We are just little people. We wanted to see what we could do 
for ourselves. 

On behalf of Vidoscope I asked the Navy for reasons why, after 
all the work of development on a submission of mockups, and the 
cooperation we had offered, we had been disregarded. 

Immediately on our return from the convention at Chicago, we con- 
tacted Messrs. Cowett and Van Niman at Washington by telephone on 
November 11, and were informed that our information about the Bell 
& Howell contract was correct, but that it was not in their province 
to tell us how and why the purchase order had been given to Bell & 
Howell, and, so far as their information went, we were not on the 
bidders’ list. 

We still do not know why we were not informed of the existence of 
the procurement order, why we were not given specifications, and why 
we were given no opportunity to bid on the requirement. 

On November 14, 1955, Mr. Bart Brooks, Vidoscope’s technical di- 
rector, visited Mr. Gaffney, Naval Inspection Department, 275 Hud- 
son Street, New York, regarding Vidoscope’s eligibility to bid, and was 
informed that, insofar as Mr. Gaffney’s department was concerned, 
we had been cleared, and the information had been passed on to 
Washington. On November 15, Mr. Brooks telephoned Washington 
to Mr. Van Niman, to advise him of Mr. Gaffney’s statement. 


MILITARY PROCUREMENT—1956 53 


On November 17, Mr. Brooks went to Washington and interviewed 
Messrs. Cowett and Van Niman, and was denied the right to look at 
the specifications, which had then been in the possession of Bell & 
Howell for some months—— 

Senator Smatuers. Who denied him that right? 

Mr. Furrer. Mr. Van Niman and Mr. Cowett. 

Senator SmatTuers. Is Mr. Van Niman here today / 

Mr. Auruauser. Yes, sir. 

Mr. Furrer. So Mr. Brooks saw Mr. Tompko of Mr. Sutter's de- 
partment and was again denied clearance to see the specifications. 

We had made up all of these samples. We had made all of these 
mockups in our own imagination of what that specification was to be- 
had never seen it. It was only made up because I am quite a practical 
man in the film industry. I understood what would be required and 
I made up things out of my imagination which I thought would do a 
practical job. 

He called on Mr. Harrison, Assistant Director of Naval Contracts, 
who instructed Mr. Van Niman’s office to give Mr. Brooks a transeript 
of the specifications, by telephone, which was then done—exhibit No. 
13 \—specifications as delivered to Mr. Brooks by Mr. Van Niman on 
November 17. 

Mr. Ovom. When was this? 

Mr. Futrer. That is November 17, after we learned that the con- 
tract had been awarded. 

Now we find as of last night again that the specifications which were 
delivered to our Mr. Brooks do not coincide with the specifications of 
the lens which is to be delivered by the Bell & Howell Co., under 
the subject contract, that there are great variances in those specifica- 
tions, variances which are of vital importance to the use of the lens, 
variances which would cost a minimum of $20 per unit if the original 
specifications were maintained. 

Senator Smatuers. Let me see if I follow you there: The ones of 
which the specifications were shown you, were less expensive, called 
for less expenditure than the ones which Bell & Howell had. 

Mr. Furrer. Just the reverse of that; the incomplete specifications 
which were handed to our Mr. Brooks were not the specifications that 
had been then accepted by the Navy under the contract that they had 
awarded to Bell & Howell; that there had been changes made by Bell 
& Howell in their offer to deliver. 

Those changes were accepted by the Navy but they were not included 
in the specifics ations which were ‘handed to us on November 17. 

So we were still then in a position of not having accurate speci- 
fications. 

Now that Vidoscope had its first look at the actual specifications, it 
was evident that my imagination of what the specifications would have 
to be was fairly accurate and that lenses we had in our possession, 
which were the results of my advance planning, would conform to the 
requirements, exhibit No. 14 ?—the lens. 

You must remember that when we first came to the Navy in March 
of 1955, we were in full production of these lenses; we could make as 
many as anybody wanted. We were ordering for our own purposes 
and for such prospective sales as we thought we might make, as many 


1 Exhibit 13 retained in committee files. 
2? Exhibit 14 was not accepted as an exhibit to the record but was retained by the witness. 
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as were necessary. During all of these times we had a minimum of 
750 lenses in hand. They would go up and down according to the 
sales that we were making, but our stock on hand at all times was a 
minimum of 750 lenses. 

We had been under the impression that the contract which was 
awarded to Bell & Howell on October 10, was the first that anyone 
knew of the requirements of the Navy. But we found out again as of 
last night that the request for this bid had gone out on the 29th of 
August. 

Now I point out to you that the request for this bid to Bell & Howell 
and Bausch & Lomb, as we now understand it, went out on the 29th 
of August, and on the 30th of August, my Mr. Greenblatt was down 
here to the Navy to ask them, “When is this going to be; when are we 
going to be given an opportunity?” It has already gone out, and we 
are told by them that the requirements are not ready, that the speci- 
fications are not ready and that it is not available to us. 

I personally arranged a telephone call on the 11th of October, in 
which Mr. Greenblatt and I were on the phone in New York and Mr. 
Van Niman was on the phone in Washington, on the 11th of October, 
asking for this information again. We are told that it was not ready, 
and that it was not available to us. And I ask you how can all of 
these mistakes be made by the Navy when the contract itself had been 
awarded when they talked with us on the telephone. 

Mr. Opom. On the 11th of November? 

Mr. Furrer. On the 11th of October, the contract had been awarded. 

Mr. Weapock. The previous day ? 

Mr. Furrer. The previous day. It must have been very clear in 
their minds. 

Therefore, on November 17, 1955, we had been in continuous touch 
with the Navy regarding Vidoscope anamorphic lenses for more than 
14 months; and, without specifications from the Navy, had in our pos- 
session finished pieces which conformed to the Navy’s specifications— 
finished pieces which were backed up by hundreds of finished optical 
components, sufficient to begin immediate delivery in quantities at any 
time. 

Why, then, was Vidoscope not invited to bid on the subject procure- 
ment? Vidoscope, which had delivered thousands upon thousands of 
successful 35 mm. and 16 mm. anamorphic lenses. Vidoscope, which 
alone had cooperated with the Navy in the evolution of exactly the 
lens finally specified by the Navy. Vidoscope, with Bausch & Lomb, 
the only authorized licensee of the 20th Century-Fox Film Corp. to 
produce authentic Cinemascope lenses. 

I am still ready to obligate my company to deliver the lenses faster 
than the delivery dates within the subject contract, even though the 
holder of that contract is a thousand times larger than my company 
and has a head start of over 3 months. Here is the lens I would 
deliver, and I defy any fair expert to say that it isn’t as good as or 
superior to any other lens now available. 

Mr. Opom. Did you direct any of these questions that you have just 
announced to the committee to the Navy officials after you learned 
that the contract had already been let to Bell & Howell? If so, what 
answer did they give? 

Mr. Furrer. Yes; I sent telegrams to Admiral Royar. I wrote 
letters to your committee. I came again to Washington and had a 
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meeting in Captain Duval’s office, in company of Messrs. Cowett and 
Van Niman, and I think Commander Griffen, and another man repre- 
senting the Navy whose name I forget, my technical man and my- 
self, in which we reviewed then most of what I have said here. 

And Captain Duval arranged for a test of our lens the next morn- 
ing at the Brooklyn Navy Yard. We were prepared to test any of 
a hundred of our lenses but we were instructed to bring only the lens 
that had been on Captain Duval’s desk the day before, which I be- 
lieve is this lens. 

Senator Smaruers. Let me ask you a question right there. I notice 
all of these have “Made in Germany” on them. How much of these 
are made in Germany ¢ 

Mr. Furrer. The complete anamorphic section. 

Senator Smatruers. What part is it that you make? You said you 
inade something. 

Mr. Furrer. We made the mounting; we designed the complete 
lens. We made our designs in the United States, and instruct our 
firms to produce. We have the glass melted at Corning Glass in the 
United States. We have it blanked at Universal Blank up in New 
England. We sent that raw glass to Germany, where the glass is 
ground and polished to our specifications, and returned to the United 
States. Sometimes it is mounted in that form or in another form or 
whatever form we ask to have it mounted in. These particular ones 
we made in our shop. 

Senator Smatuers. You mean, when you made it, you assembled 
this in your shop? 

Mr. Furrer. No; we produced the metal—I mean we made the 
whole mounting as you see it there. 

Senator SmarHers. Why do you have on it “Made in Germany”? 

Mr. Furrer. Because that is the anamorphic portion. That is our 
contract actually that we must mention the Moeller Co. We must 
mention Cinemascope and Fox—that is the inscription which is part 
of our contract for the anamorphic lens. 

Senator Smaruers. All right, sir, I think that we have the story. 

Mr. Opom. What were the results of this meeting that you had 
with these gentlemen? What justification did they give you for first 
having sent proposals only to Bell & Howell and this other company, 

3ausch & Lomb ? 

Mr. Furrer. They didn’t give us the information that they had done 
so. We didn’t have any way of asking for justification. We only 
asked why we were not asked. 

Senator Smatuers. What did they say ? 

Mr. Furrer. They didn’t give us any justification. They said, “We 
will test your lens and see if it is any good.” We said, “Test it as 
fast as you like.” 

They made arrangements to test it the next morning at the Brooklyn 
Navy Yard and we were there with the lens, allowed only to test this 
particular lens, but, when we got into the testing room, they made 
certain preliminary tests. I found that the single lens that we had 
been allowed to test had been damaged in the trip to Washington, or 
the trip back to New York, or the trip from our New York office 
over to the Brooklyn Navy Yard or whatever. However, it was dam- 
aged. In any event, I suggested that they delay the test until the 
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next day so I could get some more lenses from our stockroom. And 
the next day I got in touch with the Navy to ask them if we could 
continue our tests, and I wrote them a letter, which is a very, very 
important letter because in that letter I told of each of these points 
which I have brought up here today. None of those points were re- 
futed by Captain Duval in his answer, but his answer said that they 
would not on any further tests until the next procurement. 

So we are still in the position of having gone through, all of this 
time, trouble, money aed effort through the 14 months—and we are 
still in the position of the Navy never having tested our lens or 
allowed us to test them. 

Mr. Opvom. When you asked them why they did not send you the 
request for the proposal, did they answer that ¢ 

Mr. Furrer. They have not done so yet, and we are still wondering 
why we were not. If there was an emergency existing, which is in 
some of those letters which I will submit here—if the emergency 
existed, why weren’t we asked to pick them right off the shelf? They 
could have started showing Cinemascope pictures the next morning. 

Mr. Ovom. Did they ever mention emergency to you? 

Mr. Furrer. In our letters in which they claim it was an emergency. 
They claimed it was one last August. The reason for it was the fact 
that the motion-picture industry had decided they would not deliver 
any pictures of Cinemascope in 16-mm. type to the Navy in the future. 

That statement is made in a letter by Mr. Bannerman and no such 
decision was made by the motion-picture industry either then or now. 
I have been in touch with each of the people of the most important 
studios, with the sales directors of Fox, 20th Century, Metro, Colum- 
bia, Warner Brothers, and in each instance they have said to me that 
they have been at all times ready and willing to furnish 16-mm. Cine- 
mascope prints to the Navy if, as, and when they ordered them and that 
as of day before vesterday, the Navy had not ordered any prints from 
Columbia, Metro, at least they had not even ordered these prints, but 
that they are all willing to supply them if, as, and when they are 
ordered. 

Senator Smatuers. How much was the contract which Bell & 
Howell got? 

Mr. Aurnauser. $214,000. 

Senator SmaruHers. Could you have supplied the same equipment 
at a less figure than the $214,000? 

Mr. Furrer. Yes, sir. By a minimum of 10 percent if I were 
forced to stay with the specifications as originally written by the 
Navy. If I were allowed to deliver lenses under the specifications 
as proposed by Bell & Howell and accepted by the Navy, I could 
save the Navy at least 15 percent. 

Mr. Ovom. Of the total gross figure? 

Mr. Furrer. Of the total gross figure of $214,000, and I could make 
immediate delivery. I could give immediate delivery and I could 
make up to 2,000 a month if they wanted them. My plants are 
equipped. I have tooled them up to make that number of lenses. 

I have the glass on hand, either in Germany or on hand here, ready 
to ship to Germany. They are ready at all times to produce these 
ae, And we had them in stock when the so-called emergency 
existed. 
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Senator Smarners. How many weeks would it have taken you, or 
days, to fulfill this contract which was finally given to Bell & Howell 
as they amended it? 

Mr. Furrer. Ninety days. 

Senator Smaruers. Ninety days? 

Mr. Furrer. Yes, but 90 days from August of 1955. I don’t mean 
90 days from January of 1956. I mean that we were ready then 
and willing, and we had the components on hand, which only had 
to be assembled into lenses. 

Senator Smatruers. We are not talking about 1956. Are you talk- 
ing about 1956? 

Mr. Furrer. I am talking about the time that they thought it was 
an emergency, in August, when they thought it was an emergency 
and sent out their offers to bid. On the 29th of August we were ready 
then to deliver them within 90 days and they would have all been 
delivered by now. 

Senator Smaruers. All right, sir. Thank you, Mr. Futter. 

Let us hear from the Navy now. Have a seat, Mr. Bannerman. 


STATEMENT OF G. C. BANNERMAN, ASSISTANT DIRECTOR, PRO- 
CUREMENT DIVISION, OFFICE OF NAVAL MATERIAL; ACCOM- 
PANIED BY CAPT. L. C. HEINZ, BUREAU OF NAVAL PERSONNEL; 
COMDR. I. G. WINEAPPLE, NAVY MOTION PICTURE SERVICE; 
CAPT. J. B. DUVAL, JR., ASSISTANT TO ASSISTANT CHIEF OF 
BUREAU FOR SHIPBUILDING AND FLEET MAINTENANCE; R. T. 
VAN NIMAN; LEWIS T. HARRISON, ASSISTANT DIRECTOR, CON- 
TRACTS DIVISION; AND L. M. FLAHERTY, BUREAU OF SHIPS, 
NAVY DEPARTMENT 


Mr. BANNERMAN. The Navy has prepared a statement, and, in view 
of the rather complicated facts in this case, I think it would probably 
save all of our time, if I were allowed to read this statement. I can 
do so in about 15 minutes. 

Senator Smatuers. May I say here, first, that one of the reasons 
that we asked that you people bring over a large number of repre- 
sentatives is that in past hearings whenever we finally got down to 
the point where we were knocking heads together and we had said, 
“What about so and so,” you would say, “That didn’t come in my de- 
partment. That was Old Joe who sits over there across the way.” 

So we thought it might save everybody’s time if we had “Old Joe” 
here and all of the “Bills” and everybody else, and we could run it down 
in a hurry and that way save in the long run a great deal of time. 

Mr. BanNERMAN. I think, whoever “Joe” is, he is here. 

Senator Smatruers. You go right ahead. 

Mr. Opom. Do you have any copies of your statement ¢ 

Mr. BANNERMAN. Yes; I have. 

We are here this morning at your request to testify on the circum- 
stances of a Navy procurement of anamorphic lenses necessary to 

ermit the showing of Cinemascope film to the Navy’s forces afloat. 

e sincerely regret that the Navy’s handling of this procurement has 
been the subject of considerable-misunderstanding. 
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This case involves the procurement by the Bureau of Ships of 2,300 
anamorphic lenses. These lenses are required for use with 16-milli- 
meter motion-picture projection equipment in Navy shipboard use to 
render such equipment capable of showing Cinemascope movies to 
fleet personnel under a very wide variety of space and lighting con- 
ditions. 

Cinemascope film is provided in conventional size but with the pic- 
ture compressed in the horizontal direction so that it must be shown 
with a lense which will spread out the picture in that direction. This 
spreading is the function of the anamorphic lens. 

For fleet use the Navy would have preferred continuing to show the 
conventional or so-called flat films rather than adapt its shipboard 
equipment to recta ts “7 This shipboard equipment is all 16- 
millimeter equipment as distinguished from the 35-millimeter equip- 
ment used in commercial theaters and all continental military shore 
stations. 

For a considerable period of time one of the major producing film 
companies has not furnished any of its Cinemascope films in prints con- 
verted so as to be suitable for 16-millimeter conventional projection. 

Senator SmarHers. What company is that? 

Mr. BanNERMAN. 20th Century-Fox. ° 

Senator Smaruers. Go ahead. 

Mr. BannerMAN. And other major companies which have been fur- 
nishing such prints have expressed a desire to discontinue this practice 
as soon as feasible. This is the situation which prevailed in the early 
summer of 1955 at which time the Bureau of Ships had started de- 
veloping a specification for suitable lenses for use in the event and at 
the time it became necessary to convert the shipboard projectors. 

The showing of quality moving pictures is the major form of enter- 
tainment which can be provided for the men of the Navy afloat. It is 
considered by the Navy as one of its important morale factors and 
ee effort 1s made to provide an adequate number of high-quality 

ms. 

In the early summer of 1955 the Navy Motion Picture Service was 
informed, first, that the major film company referred to above had 
finally concluded that it would not make releases of current Cinema- 
scope films in standard prints suitable for conventional 16-millimeter 
showing and, second, that this same company intended to release, in 
the immediate future, top-flight entertainment films for 16-millimeter 
Cinemascope showings. 

Senator Smaruers. However, there are a number of other movie 
companies which did not do this? 

Mr. Bannerman. There are a number of other movie companies 
which have been supplying flat versions of their Cinemascope film 
in ee and I guess for a limited period of time will continue 
to do so. 

Senator Smatuers. Was it this particular company’s decision that 
made this whole problem of an emergent nature ? 

Mr. Bannerman. I shall cover that just a little later in this state- 
ment, if I may. 

The Navy Motion Picture Service, in order to maintain a reason- 
able quality of entertainment, needs to be able to use the production 
of all of the major studios. This service requires the regular and 
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periodic acquisition and release to the fleet of a number of new top- 
flight entertainment films. 

If there is a deficiency in the number of satisfactory new films be 
coming available and being supplied, the number must be supple- 
mented by the use of old reissues to maintain an adequate number of 
films in circulation throughout the fleet. 

If the deficiency in availability of high-quality new films continues 
over a considerable period of time, the overall quality of entertainment 
film available to the fleet deteriorates rather rapidly. 

In fact, in the summer of 1955, the Navy was faced with a situation 
where much of the production of one major studio was unavailable, 
In addition, the other studios were then releasing a smaller number 
of new topflight films than had previously been normal, because of a 
trend in the industry toward making fewer but more expensive 
films. 

As a result of this combination of circumstances, the quantity of 
good new entertainment film available to the fleet was getting pro- 
gressively smaller, and a progressively higher percentage of old re- 
issues would be required for distribution. 

We are currently showing some reissue films over 10 years old. 
In this situation, the rendering available for fleet use of a substantial 
quantity of topflight entertainment films in Cinemascope by the very 
early acquisition of suitable projection lenses became a matter of 
considerable importance to the Navy. 

When the final decision of the major film company became known, 
the Bureau of Ships was requested to provide suitable lenses in order 
to exploit the immediate availability of 16-millimeter Cinemascope 
films. 

Prior to this time, the Bureau of Ships had been exploring the best 
method of handling this conversion in the light of its knowledge that 
lenses of varying focal lengths would be required. It had been in- 
tended to make a complete survey of the requirements of each ship 
of the fleet to determine the total requirements for each type of lens 
and thereafter to buy the lenses in fiscal year 1957. 

Upon receipt in August 1955, of the request to proceed promptl 
in furnishing the lenses, the Bureau of Ships determined that 92-inch 
lenses covering the short “throws” (that is to say, the distance from the 
projector to the screen) could be widely used and therefore safely 
procured for all ships in less than total quantities, reserving the pur- 
chase of longer focal-length lenses until completion of the survey. 

These 2-inch lenses would be used for 8- to 40-foot “throws” in below- 
deck compartments, as a complete conversion on smaller vessels, and 
for interim use on the topside of larger vessels. It was considered 
that 2,300 lenses would satisfy the Navy’s immediate requirements and 
would permit Cinemascope film to be shown in some place on most 
active fleet ships. 

These lenses would, thereafter, be incorporated in the Navy’s long- 
range plans for complete Cinemascope conversion for the fleet. The 
exact requirements for lenses for the longer “throws” will not be deter- 
mined and the purchase of appropriate lenses made until the survey 
has been completed. 

No commercial 16-millimeter lenses which were at all suitable were 
available and it was the conclusion of the Bureau of Ships, determined 
in the course of its work on specifications, that, because of the wide 
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variety of space arrangements, viewing angles, ambient light condi- 
tions and platform stability that would be encountered for shipboard 
showing, a substantially higher quality lens would be required for 
this general shipboard use than would be needed for 16-millimeter use 
under more controllable conditions ashore. The specification was 
drafted accordingly. 

This combination of a need for a specially designed product and a 
need for early delivery led the Bureau to conclude, as a matter of 
engineering judgment, that the contract should be negotiated competi- 
tively with the only companies which the Bureau had determined had 
already commercially produced quality 16-millimeter anamorphic 
lenses as an integrated projection lens unit. 

This conclusion to confine the procurement to firms which had built 
a quality combination lens of this type commercially was based on 
the opinion of the Bureau engineers that the performance requirements 
of the specifications were sufficiently high as to require considerable 
design, test, redesign, and production preparation time even by firms 
which had already produced lenses of the general type the Navy 
required. 

Since such firms had already spent considerable time and effort in 
reaching the position which they had then attained in this field, it 
was not unreasonable to assume that other firms, even though very 
competent in the general field of projection lenses, would require sub- 
stantially longer to construct lenses to the Navy specification and 
would, therefore, unduly delay receipt of lenses in the fleet. 

Tt should be pointed out that the Navy specification was new, more 
demanding than could be met by existing commercial lenses, that there 
were no commercial specifications, and that no lens had theretofore 
been constructed to the Navy specifications. 

Accordingly, it was not possible to say with assurance that any firm 
could meet these specifications in their entirety. 

As a result of the foregoing, negotiations were conducted with 
Bausch & Lomb and Bell & Howell, which firms had previously con- 
structed quality 16-millimeter anamorphic projection lenses as an 
integrated unit. Award was made on October 10, 1955, to Bell & 
Howell for a total contract price of $214,498 for lenses in general ac- 
cordance with the original Navy specifications, although deviations 
with respect to the percentage of light loss in transmission through the 
lens and in edge resolution had to be authorized and included in the 
contract. It hassubsequently become clear that such deviations would 
have had to be granted to any firm, since the specification requirements 
were apparently more extreme in these respects than can at present 
be accomplished. 

On the basis of the award of this contract and the fact that the Bell 
& Howell preproduction samples have now been approved, the Bureau 
of Naval Personnel has completed negotiations for 30 prints each 
of 38 top-grade pictures in Cinemascope, 11 of which are now ready for 
delivery. These and numerous other Cinemascope films will thus be 
shown to our fleet personnel in the near future. 

The award to Bell & Howell has been protested by the Projection 
OptiesCo., Inc., in an extensive correspondence originating on Novem- 
ber 6, 1955, the principal allegations of which were that any competent 
firm in the field of projection lenses, including the Projection Optics 
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Co., could make these lenses in time to meet the requirements of the 
Navy and that the Projection Optics Co. was, therefore, improperly 
excluded from this procurement. ‘This company urged the termina- 
tion of the Bell & Howell contract. This correspondence resulted in a 
review of the procurement by the Office of Naval Material and several 
replies to the Projection Optics Co. from that office explaining the 
procurement in substantialiy the terms set forth in the preceding 
paragraphs of this paper. Copies of all this correspondence S ve been 
previously furnished to the committee. Complaint was also made to 
the General Accounting Office, which on December 9, 1955, advised 
the Projection Optics Co. that the contract, as made, was within the 
authority of the Navy Department.* 

At various times during the course of the correspondence with the 
Projection Optics Co., representatives of that company have called 
on a number of different Navy Department representatives in connec- 
tion with the protest. On several of these occasions Projection Optics 
has urged the use of an anamorphic attachment, which they had pre- 
viously designed, in conjunction with the existing projection lens on 
the present Navy projectors. It was conceded that the use of an attach- 
ment, rather than a complete package including a new projection lens 
would be cheaper to the Navy. However, the Navy’s existing projec- 
tion lenses have seen a great many years of service. They are not of 
the quality considered necessary to function properly on shipboard 
with an anamorphic attachment since they were not designed originally 
to have high resolution at the edges and corners of the picture. ‘The 
addition of an anamorphic attachment to these lenses would not meet 
the resolution requirements of our specification, and the appreciation 
and enjoyment of Cinemascope films would be diminished. 

On one of his first visits to the Department during this period, Mr. 
Arndt, of the Washington office of the Projection Optics Co., obtained 
a copy of the request for quotations which had been sent to Bell & 
Howell and Bausch & Lomb and, on November 10, submitted a letter 
ee to quote on these lenses. The price mentioned in this 
etter, for lenses ostensibly the equivalent of hota under contract, was 
$184,000 or approximately $30,000 less than the contract price with 
Bell & Howell. 

I have an insert that I would like to make here, Senator. A lower 
price was mentioned for lenses with a lower degree of resolution. In 
other words, they submitted two alternative quotations. 

These prices were submitted with knowledge that a contract existed 
with Bell & Howell, together with the price thereof, as well as with 
knowledge that no contract could be made with Projection Optics on 
the basis of such a “quotation.” 

In subsequent visits, Mr. Arndt showed a copy of the “detailed 
work drawing” for the lens on which he had submitted a quotation. 
He stated that this drawing was completed within 24 hours of the 
release of the specifications to him by the Navy. 

As a result of various of the representations by Mr. Arndt to the 
Office of Naval Material as to the relative simplicity of the design 


1A copy of the Comptroller General's opinion appears in appendix I on p. 121, together 
with correspondence relating thereto (letters from Comptroller General to Secretary of the 
Navy dated November 8, 1955, and December 9, 1955, and a letter from the Assistant Sec- 
retary of the Navy (Material) to the Comntrelle- General dated November 23, 1955). 
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and manufacture of such lenses, it was concluded by the Office of 
Naval Material that the Chief of the Bureau of Ships should be re- 
quested to direct a review, at a higher level in the Bureau, of the 
engineering judgments previously taken by engineering personnel of 
that Bureau. This request was made and agreed to by the Chief of 
the Bureau of Ships, who, on December 1, designated Captain Duval 
to undertake such a review. Captain Duval reviewed the records and, 
on December 9, called in Mr. Arndt to hear his statements. Mr. 
Arndt came to this meeting with Mr. Miles, a consultant for Projec- 
tion Optics. I think he is a consultant for Projection Optics. 

Also present at this meeting were Dr. Stephens of the Bureau of 
Standards and Mr. Bannerman of the Office of Naval Material. Dur- 
ing this meeting Mr. Arndt submitted to the Navy a working model 
of this lens “for test purposes.” It was claimed that this lens met 
the optical characteristics of our specifications in all respects except 
for the percentage of light loss in transmission through the lens. The 
company representatives agreed that this percentage would be ap- 
proximately 16 percent or 17 percent rather than the 10 percent con- 
tained in the specification and the “slightly more than 10 percent” 
stated in the “quotation” of Projection Optics. The working model 
was stated to be “in accordance with the proposal of November 10.” 

Since this lens was made and submitted “for test purposes” and to 
demonstrate how quickly the company could develop an optically ac- 
ceptable lens, arrangements were made for testing the lens at the 
Material Testing Laboratory in the New York Naval Shipyard in the 
ee of Mr. Miles, the consultant for the Projection Optics Co. 
Mr. Miles requested several days’ delay for adjustment and calibra- 
tion of the lens, which was granted, and the tests were arranged to 
start on December 15. 

When Mr. Miles presented the lens for test in New York, he stated 
for the first time that it would not meet our optical specifications since 
it had been made up hurriedly with a group II prime lens rather than 
a group I lens as would have been required to meet the specifications. 
In fact, the lens tested did not meet the requirements of our original 
specifications, of the specifications in either of the “quotations” sub- 
mitted by the Projection Optics Co. on November 10 or the specifica- 
tions contained in the Bell & Howell contract. 

Mr. Miles agreed to and initialed the test results. In short, these 
tests indicated that the combination of lenses submitted by the Pro- 
jection Optics Co. had probably not been designed to meet the Navv’s 
requirement. It is our opinion that it is extremely unlikely that the 
combination of lenses shown in the Projection Optics Co.’s detailed 
working drawings can be made to meet the Navy specifications and, 
therefore. it is likely that complete redesign would be required. It 
is, of course, not known what effect the results of these tests might 
have on the price previously mentioned by the company. In any 
event, these tests failed to provide a basis for rescinding the award 
to Bell & Howell. 

A comparative evaluation test was subsequently made between the 
Projection Optics lens and the previously approved Bell & Howell lens, 
in order to test the soundness of our ifications measured by pro- 
gram quality and audience reaction. e results showed a perceptible 
difference between the performance of the two lenses. 
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I would like to say here, Senator, that that comparative evaluation 
was the one referred to by Mr. Arndt. We had agreed at the time 
the original lens was presented to us that we would not conduct com- 
parative evaluations. We would simply measure the lens presented 
i them against our specifications. 

Subsequently, Captain Duval decided to see whether our specifica- 
tions made sense enough, and asked Mr. Arndt whether he would agree 
at that later date to submit the lens for that purpose, it then being his 
position—he agreed to do that, and it was on that basis that the com- 
parative evaluation was conducted. 

Several protests on this award have been received from other com- 
panies, including the Vidoscope Corporation of America. This com- 
pany designs its own lenses and has them made either in Germany or 
Japan by manufacturers it has under contract. ‘The president of this 
company, after some correspondence with the Navy called personally 
on December 19, 1955. He stated that, in anticipation of our require- 
ments, he had designed a lens and had had it made up in approxi- 
mately 3 months’ time. This lens, which had not previously been 
submitted to the Navy, was offered for test during the meeting with 
Vidoscope on December 19. Arrangements were made for testing 
it on December 21 in the presence of two representatives of the com 

yany. It was impossible to complete these tests since, due to some 
internal problem in the lens, a double image was shown which pre- 
vented adequate test readings. No further tests are being conducted. 

Around December 20 it became apparent for the first time to the 
representatives of the Office of Naval Material and to Captain Duval, 
who had been jointly pursuing this inquiry since December 1, that 
the record on which this procurement was based contained an erro- 
neous statement as to the degree of urgency of this procurement. 
This was a statement, originally used in support of negotiating this 
procurement with only two firms, that— 

After October 1955, 80 percent of all available films will require anamorphic 
lenses. 

This statement in the record of this procurement was the basis for a 
statement in a letter dated November 21, 1955, from the Office of 
Naval Material to the Projection Optics Co. that: 

This meant, as a result of fleet circulation of film, that after October 1955 a 
{majority of films available for showing in vessels of the fleet would require 
projectors equipped with anamorphic lenses. 

Mr. Futter’s testimony recalls to me that we also used that state- 
ment as the basis for a similar statement that we made to him in 
correspondence with the Vidoscope Corp. 

Around December 20, it was determined that both of these quota- 
tions very substantially overstated the early availability of 16-mm 
Cinemascope film and that, in fact, only a small number could have 
been available in October 1955 and the percentages indicated will not 
be available this fiscal year. At the same time that the overstate- 
ment was revealed, it became apparent that, for reasons heretofore 
stated in this paper, it nevertheless was and, since August of 1955, 
had been important to the Navy to obtain quality anamorphic lenses 
quickly. 

Accordingly, in a final review conducted in the Navy on December 
23, it was concluded, in view of the apparent difficulty of making 
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these lenses, in consideration of the fact that they are still needed 
as soon as they can be delivered, since the Bell & Howell lenses have 
been tested and found satisfactory for production, since very sub- 
stantial expense had been incurred by Bell & Howell under the con- 
tract which expense would be chargeable to the Government in the 
event of termination, that no further consideration should be given 
to terminating the Bell & Howell contract. 

Thank you. 

Senators Smatruers. Mr. Bannerman, as you, of course, fully appre- 
ciate, this is the Small Business Committee, which is trying wherever 
practicable and wherever possible to help small business procure con- 
tracts with the Defense Department. 

Mr. BaANNERMAN. Weunderstand. — . 

Senator Smarnuers. Let us turn our minds back to August when 
this problem arose. Did you see any reason at that time why, when 
you needed these new anamorphic attachments, it would not have 
een logical and proper to make an announcement to all small-busi- 
ness firms and see whether or not any of them could have possibly 
fulfilled what you people wanted ? 

Mr. BANNERMAN. Senator, may I say in introduction to the Navy 
testimony that I think, first, it would be desirable if we had for the 
record a statement of who the gentlemen are here, because I am going 
to pass some of these questions to them. 

Senator Smaruers. That will be fine. But I do not want to forget 
my question. 

Mr. BANNERMAN. I understand. 

This chart is designed to indicate the relative place in the organiza- 
tion of these people. I, along with Captain Blick and Admiral Royar, 
work in the Office of Naval Material, which is a staff office to the Sec- 
retary, and did not participate in this procurement until a review was 
undertaken in the fall. The Bureau of Ship’s personnel are shown 
here. We have Captain Duval, Mr. Van Niman, and Mr. Flaherty. 
The Bureau of Naval Personnel people are here. This is Captain 
Heinz, whose name appears here, and Commander Wineapple. 

Senator Smarurers. Fine. We are glad to have all of them here. 

You people have come before this committee many times and ex- 
pressed the opinion that you thought it would be well always to try 
to include small business where practically it could be done. Now, 
why was this procurement not started out that way ? 

Mr. BANNERMAN. Senator, the decision to confine this procurement 
to the two companies which had previously made quality es of this 
type was based on a knowledge of urgency—I do not say emergency— 
a knowledge of urgency, and the belief, as stated in this paper, that 
companies who had already reached that stage could produce finished 
lenses quicker. 

Senator Smaruers. Do you have those finished lenses to date ? 

Mr. BannerMAN. No; we do not, Senator, but that judgment was 
taken on the basis, I assume—the gentlemen who took it are here— 
that those companies could do it quicker. 

Senator Smaruers. The fact that you do not have them to date— 
and you have heard these other men testify that they probably could 
have delivered them—would that not indicate to you that it would have 
been better if these men had been willing to go out and open this up 
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and say, “This is not a secret matter. We are trying to get these lenses, 
and here are our specifications. We would like to have you people bid 
on them”? 

Would you not agree that that would have been a better course of 
proc edure, in view of the fact that we are trying to include small 
business in here ¢ 

Mr. BannerMAN. If, in the judgment of the Navy personnel who 
had to handle this case, there had been time to do that, I am sure that 
that is what would have been done, Senator. 

Senator Smatuers. In other words, what you are saying is that it 
was the judgment of Captain Duval and others that- 

Mr. BannerMAN. No, not Captain Duval. Excuse me. 

Senator Smatuers. Possibly these other gentlemen / 

Mr. BANNERMAN. Yes. 

Senator SMaATHERs (continuing). That these other companies could 
not do it, even though he had not contacted them to ask them whether 
they could, and even though he had not inquired of them as to what 
their capacity was; he was just ruling them out on his own informa- 
tion? 

Mr. Bannerman. He was doing so, I think, on the information of 
the state of development of this lens in the industry at that time. 
Tlowever, again, I cannot speak for them. 

Senator Smaruers. Let us just go right along here now. You sub- 
scribe still, do you not, to the belief that we want to have small busi- 
ness participate in these contracts where it is feasible for them to do 
so ¢ 

Mr. BannerMan. Certainly, Senator. 

Senator Smaruers. You have nothing against small business, of 
course ¢ 

Mr. BannerMaANn. No; I do not. 

Senator Smaruers. So, would it not appear that wherever matters 
come to your attention of a nature like this, you would be better ad- 
vised to have your Department always call in anybody who might be 
able to make this, big or small, trying to get what the Navy wants? 
You are not interested in who spec ifically Is going to get it; you are 
interested in getting results. 

Mr. BannerMan. We are interested in getting results. 

Senator Smaruers. All right. 

Mr. BanNERMAN. We, of course, have to remember that we have a 
responsibility for getting delivered materials. 

Senator Smatuers. That is right. But do you not believe that it is 
much fairer, certainly even to new companies, small companies, if you 
at least inquire of them what they can do and give them an oppor- 
tunity to bid on it if they can do so? 

Mr. Bannerman. I certainly : agree with that asa principle. It has 
been the policy of the Navy and is, in fact, followed in hundreds of 
procurements, as you and your staff know. 

Senator Smatuers. Right. Now, with that agreement as to policy, 
why was that not done? 

Mr. Van Nrman. You are asking me, Senator / 

Senator Smaruers. Yes, sir. 

Mr. Van Niman. I do not determine policy. Do you wish me to 
answer it ? 
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Mr. Bannerman. I think that the actual decision in this case, Sen- 
ator, to restrict this procurement to two companies was a decision 
taken and initiated by Mr. Flaherty, who is here, and concurred in 
by the Contract Division on the basis of representations which he 
made. Joe is here. 

Senator Smaruers. Joe. Let us hear from Joe Flaherty. I do 
not know that it is Joe. 

Mr. Flaherty, we would like to hear from you. 

Mr. Fianerry. Originally I signed what we called this procure- 
ment request on August 17. At that time, we had 10 manufacturers’ 
names which included the names of these 2 companies who protested. 

During the planning stages of such procurement requests, we nor- 
mally have meetings, and we must have agreement between the tech- 
nical code, which I am in, and the contract people in order that the 
way of buying will be agreeable to both people. 

Now, we passed this down on the 17th, and I suggested that it be 
negotiated among the 10 companies. During these discussions with 
our own people and the contract people, we were advised that it 
could not be done the way we had suggested it. 

In talking with the people—— 

Senator Smarners. May I interrupt you right there? You say 
“we were advised that it could not be done.” None of these small 
companies advised that it could not be done? 

Mr. Fianerty. No. This was the Contract Division of the Navy 
that advised me that it could not be done, and during the discus- 
sion 

Senator Smaruers. Did they give you any reason why it could not 
be done ? 

Mr. Fuanerry. They suggested it could be done if there was an 
urgency, and where this equipment was needed it could be done 
under some other requirement that was in the Navy, 2—C-14, as a 
matter of fact. 

Senator Smaruers. In other words, if there was a really urgent 
need, you would be in a position to negotiate this contract with 
whomever you wanted to? 

Mr. Fuanerty. That is correct. 

Now, with our own discussions, with Mr. Cowett and Mr. Van 
Niman, it was brought out that the two companies had made single- 
unit lenses which were in effect pretty near to meeting the Navy 
specifications. 

Based on that, I made the technical and engineering decision that 
it would be to the best interests to get these things from the 2 com- 
panies who had spent 4 months on these things and in our minds were 
4 months ahead, which meant that we would be that much ahead from 
what we would be if we started from scratch again. 

Senator Smaruers. That is right. 

Now, we can understand your desire to expedite this thing as much 
as possible. But let me ask you this: You said you found out about 
these two companies and what they could do. Did you inquire into 
what these other six companies could do? 





1 Written verification of the authority granted Mr. Flaherty to negotiate pursuant to 
sec. 2 (c) (14) of the Armed Services Procurement Act of 1947 appears as appendix II on 
p. 123, entitled ‘‘Determination and Findings, Authority To Negotiate Individual Contract.” 
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Mr. Fianerry. I am not normally in the details of this, Senator. 

am at the—— 

Senator SmaTuers. You mean, we have “Joes” not yet accounted 
for? 

Mr. Fuauerty. No. The “Joe” is here. But I am in a large or- 
ganization, and this thing was handled as a routine matter when it 
started. 

Senator Smaruers. That is right. I think we all appreciate that 
the Navy isa big operation. We appropriate many billions of dollars 
for it. But we are trying to find out the policy in each one of these 
things so that we can get small business in the picture wherever we 
can. 

Now, you have a very fine officer out there—Commander Curtin, 
who does deal with this. Did you consult him about this contract ¢ 

Mr. Fuanerry. No, sir. It was not important at the time. This 
is like Monday morning quarterbacking. It is after the fact. 

Senator Smatuers. Yes. You, of course, had been led to believe 
by the fine statements Mr. Bannerman made and these other people 
had made that you wanted to help small business whenever you 
could, though ; had you not? 

Mr. Fiauerry. Senator, we do help small business, and I checked 
before we came down here, that we have about $50 million on the books, 
and about 90 percent of the contractors in that are small business. 

Mr. BaNnNERMAN. This is his own technical division. 

Mr. Fuanerry. This is the Interior Communication, Fire Con- 
trol and Gyrocompass Branch. 

Senator Smatuers. Mr, Flaherty, when you arrived at this decision 
to give it to just these two companies, had you at any time inquired 
of any of these other six whether or not they could make this equip- 
ment and whether or not they might not make it at a great savings 
to the United States Navy and thereby to the United States taxpayer / 

Mr. Fiauverty. I am interested in that, but I feel that anybody 
can make this thing if given time. The engineering in this thing is 
pretty difficult. It takes 4 months to do this thing. 

Now, some of this story is that we had planned in the 1957 budget, 
which meant that we would normally order these things around June 
1956. There was a survey to be made in the fleet. It takes a long 
time to get these things done. We could not delay because in our 
opinion these lenses were needed now, yesterday, and not tomorrow. 

Mr. BannerMAN. Excuse me, Senator. You asked specifically if 
any inquiry was made. To mee own knowledge, I know an inquiry 
was made. Perhaps Mr. Van Niman could give you the details of 
that if you want to. 

Senator Smaruers. All right. Let us let Mr. Flaherty finish. 

Mr. BanNERMAN. All right. 

Senator Smatuers. I think he is making a fine statement. But in 
effect, apparently you just picked out these 2 companies without 
knowing at all what these other 6 could do? 

Mr. Fianerty. Based on the urgency to get this equipment in the 
fleet in time to show the Cinemascope type of film. 

Senator Smatners. Based on the urgency, you went ahead and 
awarded this contract to 2 companies without inquiring into what 
the other 6 might have been able to do, but based upon that urgency ? 
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Mr. Bannerman. Senator, I believe there was an inquiry made. 

Mr. Franerty. Oh, ves. 

Senator Smatruers. All right. Who made the inquiry, Mr. Fla- 
herty ? 

Mr. Franrrry. T think Mr. Van Niman can give you more of these 
details than I could. 

Senator Smatruers. He works under you: is that correct ? 

Mr. Frianerty. Yes, sir; that is correct. 

Senator Smatuers. So-you are responsible for his decisions ? 

Mr. Fianerty. Yes, sir. 

Senator Smaruers. Did you ask him if any inquiry had been made? 

Mr. Franerry. We had many discussions on the available facili- 
ties as to what manufacturing facilities and what design facilities 
several of these companies had, and it was their opinion that the best 
interests of the Navy would be 

Senator Smatuers. When you say “their.” it was whose opinion ? 

Mr. Franerty. Mr. Cowett and Mr. Van Niman, who are more or 
less optical engineers. T am not. 

Senator Smatners. Did you ask them whether or not they had 
checked the facilities of these other six companies? 

Mr. Frianerry. I didn’t put that direct question, but that was 
brought out in these discussions. 

Senator Smatuers. In other words, you did discuss with them the 
possibilities of these other companies ? 

Mr. Frianerty. Yes, sir: they were mentioned. 

Senator Smatuers. They were mentioned. And in what respects 
were they mentioned? Do you recall what was said ? 

Mr. Franertry. Well, at the time—I say this is like Monday morn- 
ing quarterbacking again 

Senator Smaruers. We all do that, Mr. Flaherty. That is why we 
are a great country. We can profit by our mistakes. So, we are all 
Monday morning quarterbacks to that extent. 

So, let us see how well we can profit by a mistake, if a mistake was 

made here. The fact that we are looking back is nothing to be 
ashamed of. 

Mr. Fianerty. No. But, Senator, what I meant by that, if I had 
thought this thing bore the importance that it does now, we would 
probably have memos and notes on the things. 

Senator Smatuers. That is right. 

Mr. Fianerty. But the knowledge of some of these companies, about 
their facilities, did not exist in our office. There was no contact made 
by one of these firms in our office until after this thing became a fact. 

Senator Smatuers. Now, you have heard this testimony here by, 
first, Mr. Aufhauser and Mr. Futter that actually they were in touch 
with you before the contract was let. 

Mr. Fianerty. They never said they were in contact with us. They 
said they were in contact with the Navy. 

Senator Smaruers. Well, when they said they were in contact with 
the Navy, we do not think they meant they were in contact with the 
local recruiting office. I presume they meant they thought they were 
in contact with those who had the authority to make a contract. 

Mr. Fuanerry. Yes, sir. 

Senator Smaruers. Now, is that not right, Mr. Futter? 
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Mr. Furrer. Yes, sir. I was in touch with Mr. Van Niman, who 
now says he did make the decision. 

Senator Smatuers. So, you can see that what happened was that 
they actually were in contact with you people prior to your having 
made this award. But apparently you had not been told too much 
about their being in contact with Mr. Van Niman. I can see that. 

Now, let us go on down to this next man. 

Mr. Van Niwan. My name is not “Joe,” either. 

Senator Smarners. Fine. We will find somebody here yet. 

Mr. BannerMAN. This is Mr. Van Niman. 

Senator Smatuers. Mr. Van Niman, now, tell us what you know 
about it. 

Mr. Van Niman. We started on the Cinemascope lens project 
back in June, when it became fairly evident that sooner or later we 
would have to have some 16-millimeter Cinemascope lenses. We could 
not have started before because the industry had not settled on what 
to do about this squeeze ratio. There was quite a controversy about 
that for a while. That is the major reason we did not start sooner. 

As soon as that was resolved, which was in early July, I believe, at 
the latest, or the last week in June, I set to work to prepare an inquiry 
for the various optical manufacturers in the United States. 

Senator SmatHers. Now, let me see if I get this straight. You 
said you sent letters of inquiry to the various optical manufacturers? 

Mr. Van Nirman. I prepared these letters during July. They went 
out between July 19 and July 29. I believe those were the right dates. 
I think your committee has those letters. 

Senator Smaruers. Yes. 

Mr. Futter. Vidoscope did not get one. 

Senator Smaturrs. Now, Mr. Futter, I am going to ask you to re- 
strain yourself. When you want to make a statement, you get rec- 
ognized by the Chair. 

Mr. Furrer. Pardon me, sir. 

Senator Smatuers. All right, sir. 

You go ahead, Mr. Van Niman. 

Mr. Van Niman. All of that was in connection with the overall 
project, and not this procurement of 2-inch lenses. The necessity for 
that procurement developed during the last 2 weeks in July, and it 
was entirely apart from the other one. It was strictly a stopgap 
measure to allow us to show somewhere on ships Cinemascope films. 

Now, there have been various statements made that the specifica- 
tions were not available; and that istrue. They are not yet available. 
We are still in the process of conducting a survey which is part of our 
overall project, and which has been set back at least 2 or 3 months 
by this upset. Now 

Senator SmatHers. May I interrupt you there? 

Mr. Van Nrman. Go ahead, sir. 

Senator Smatruers. When you sent out these letters, did you send 
1 to these 2 companies whose representatives have testified here today ? 

Mr. Van Noman. We sent one to the Projection Optics Co., but not 
to Walter Futter’s Vidoscope Corp. 

Senator Smarnuers. Had you heard of Mr. Futter’s company prior 
to this hearing here? 


1 See appendix ITI, p. 124. 
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Mr. Van Niman. Yes; I had. 

Senator Smatuers. Why didn’t you send one to him ¢ 

Mr. Van Niman. At the time, we were not certain that it was 

roper for us to approach them, due to the fact that the lenses were 

oreign made. That is not our province to decide. 

Senator Smaruers. Due to the fact that his lenses, most of them, 
were foreign made? 

Mr. Van Niman. That is right. We referred Mr. Futter to the 
people in our Contract Division who should be able to answer those 
questions. 

Senator Smatuers. That sounds like a legitimate reason. But you 
did send one to the other group who testified here ? 

Mr. Van Nirman. Projection Optics Co. ; yes. 

Senator Smaruers. And then later on when you suddenly decided 
to change your program 

Mr. Van Niman. May I correct that, sir? 

Senator Smatuers. Excuse me. Surely. 

Mr. Van Niman. We had not decided to change the program. 

Senator Smaruers. Well, when you decided to have a stopgap pro- 
gram; is that right? 

Mr. Van Niman. That is correct. 

Senator Smaruers. Did you then send out letters at that time to 
these others ? 

Mr. Van Nirman. No, sir. 

Senator Smaruers. You then decided that you would contact just 
these two companies ? 

Mr. Van Nirman. On the basis of what we knew at that time—and 
I fully concurred in this decision—those were the only two companies 
who had a chance of producing what we needed in the time that we 
thought we had available. 

Senator Smatruers. Do you think that it is a part of your particular 
job—and I am sure you must—that wherever you can, you want to try 
to save money ; do you not ? 

Mr. Van Nirman. I happen to bea taxpayer, also. 

Senator Smaruers. And you recognize that there is an effort on 
the part of a whole division in the Navy, headed up by Commander 
Curtin back there, where we try to get small business to participate 
in these sorts of contracts ? 

Mr. Van Nirman. I am fully aware of that. 

Senator Smatruers. Did you believe that because of these facts that 
I have just enumerated, that you should have probably contacted some 
of these other small-business concerns to see whether or not they could 
have met your specifications and could have met your time require- 
ments ¢ 

Mr. Van Nirman. I did not. 

Senator Smaruers. You just figured that you felt so certain in 
your own mind they could not do it that you went ahead and gave the 
contract to these two top companies? 

Mr. Van Nirman. From all the available technical evidence, I was 
reasonably sure that it could not be done. 

Senator Smaruers. Do you think that it is a good practice for you 
or, we will say, somebody in the Air Force, to be so self-confident in 
his own information about what companies can do that he just has it 
within his power to say, “Well, I don’t believe that any of these could 
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do it, but I do believe that these two can,” and issue a contract with- 
out at least making inquiry from the other six? Do you think that 
is a good policy ¢ 

Mr. V VAN Nine AN. Senator, that is not my province to decide. I 
was merely asked which companies I thought could produce the lenses 
in the time required. 

Senator Smaruers. Have you ever talked with Commander Curtin 
about the importance of contacting various small-business organiza- 
tions that make these particular things to give them an opportunity to 
bid? 

Mr. Van Nirman. I, personally, have not. 

Senator Smaruers. Do you think it is a good idea ¢ 

Mr. Van Niman. I do. 

Senator Smaruers. So then we come to the point where, from what 
you did know about all of these organizations, you determined that 
just these two were the only ones ‘able and qualified to meet your 
specifications and within the time requirement / 

Mr. Van Niman. That was my cmteal opinion. 

Senator Swaruers. Now, you have heard what these gentlemen, 
Mr. Futter and Mr. Aufhauser, have said here today, and as I gather 
it, they indicate that they could have been able to fulfill your orders 
and done so presumably within the time in which you wanted it, and 
at apparently considerable savings. Do you have any reason to dis- 
believe what they say ? 

Mr. Van Nrman. Yes. 

Senator Smaruers. And what reasons do you have ? 

Mr. Van Niman. They have not produced any satisfactory models, 
even now. 

Senator Smaruers. They have not produced any satisfactory 
models. Have Bell & Howell—they have come up with a model ¢ 

Mr. Van Niman. They have. 

Senator Smarurrs. And a satisfactory model. They have not, 
however, yet produced any of these attachments, as I gather it, 1 mean, 
not in fulfillment of the contract? You have not yet had the contract 
fulfilled by them ? 

Mr. Van Nirman. We have production prototypes, and we have 
given the approval to proceed with production. 

Mr. BanNERMAN. Senator, I would like to have the record show 
that Bell & Howell production deliveries are not yet due under the 
contract. 

Mr. Van Nirman. No, they are not. 

Senator Smaruers. What space of time did you give to Bell é 
Howell to prepare this prototype model ? 

Mr. BANNERMAN. Just oyer 2 months. 

Mr. Van Nirman. About2 months. I would have to check the record 
to be sure. 

Mr. BannerRMAN. October 10 to December 10; exactly 2 months. 

Senator Smatuers. Did you agree at any time to make that same 
opportunity available to any of these other companies / 

Mr. Van Nirman. I cannot answer that, sir. 

Senator Smatuers. Well, did you or did you not? Did you? 

Mr. Van Niwan. It would not have been my province todo that. I 
don’t know whether it was done. 
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Senator Smatners. You do not know whether it was done. You 
knew about Bell & Howell ? 

Mr. Van Niman. Yes. 

Senator Smarners. Well, how did you happen to know about that 
if this was not within your province? 

Mr. Van Niman. I am afraid you have lost me in the argument 
1ere. 

Senator Smatiers. You said a moment ago that you let Bell & 
Howell have so many months in which to work out a prototype. 

Mr. Bannerman. Under the contract, Senator. 

Senator Smarners. Under the contract? 

Mr. Van Niman. Yes. 

Senator Smaruers. I see. You did not have them come in and 
talk with you about a prototype before the contract was let ? 

Mr. Bannerman. The contract, dated October 10, 1955, Senator, 
calls for the delivery of three what we call preproduction models, by 
December 10, and those are then subjected to tests, and after comple- 
tion of tests, they are released for production, and production follows 
thereafter. 

Senator Smaruers. What I am trying to say is this 

Mr. BanNnERMAN. They were on schedule on the prototype. 

Senator Smaruers. You obviously did not give to any of these 
other concerns the same opportunity to come in and build a model or 
build a prototype or present their case as you did Bell & Howell? 

Mr. BaNNERMAN. Senator, once the award was made to Bell & 
Howell, there was, of course, from our standpoint, no particular 
reason for seeking a prototype from anyone else. 

Senator Smarners. You are exactly right, once the award was 
made. I am talking 

Mr. Bannerman. However, the two companies that have been here 
elected to build a prototype for whatever reason. They have ex- 
plained their reasons—— 

Senator Smatuers. I am talking about prior to the time that you 
made the award of the contract. 

Mr. BaAnneRMAN. Prior to the time that we made the award of the 
contract, Senator, no one had made a prototype to these specifications. 

Senator Smaruers. But you just picked them out? 

Mr. BANNERMAN. Well, you have—— 

Senator Smaruers. And you did not give these other companies 
an equal opportunity so to do; is that not a correct statement? 

Mr. Van Nman. I think that is a matter of record that we re- 
quested bids only from Bausch & Lomb and Bell & Howell. 

Mr. BanneERMAN. That is correct. 

Senator SmarHers. You requested. So, therefore, you just did 
not—would you mind putting it my way—you did not then give to 
these other companies the same opportunity you gave Bell & Howell, 
and Bausch & Lomb? 

Mr. Van Nrman. That is correct. 

Mr. Bannerman. That is correct. 

Senator Smatruers. Now, Mr. Bannerman, how do you coincide 
this statement with your statement that we want to help small busi- 
ness ? 

Mr. BANNERMAN. Senator, the Navy makes a very large number of 
contracts in the course of a year, as you know. 
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Senator SaarHers. That is right. And you have a lot of people to 
do it. 

Mr. Bannerman. And in the course of making those contracts, we 
have a wide variety of policies and problems to consider. 

Senator Smatuers. Right. 

Mr. BanNerMAN, There is always the question before every pur- 
chasing officer in the Navy of balancing those policies and problems. 
The making of a procurement of this kind is not a one-man job. It is 
a job that involves the talents of our engineers, our contracting officers, 
and lawyers, accountants, and others. 

Engineering judgment is given great weight. The engineers are 
the ones that we look to for advice with respect to production possibili- 
ties and specifications. 

Their advice was given great weight in this case. It is very diffi- 
cult to say, either from foresight or hindsight, whether that judgment 
was correct. It is an engineering judgment that was taken “it We 
have seen no evidence subsequently to indicate that it was clearly 
wrong. 

Senator, with respect to the degree of urgency of this requirement, 
which I think is certainly a significant part of it, we have here Captain 
Heinz, of the Navy Motion Picture Service, which service was the 
requiring activity. They are the ones who placed this requirement 
on the Bureau of Ships. I think it might be helpful if we heard from 
him. 

Senator Smaruers. May I say this? I think everybody who has 
served at any time in the service would agree that movies are a great 
morale factor, and I do not think that we have any argument or dis- 
cussion whatsoever with these gentlemen here. 

Mr. Bannerman, Ido not think that Captain Heinz is here to wave 
the flag for movies. That is not the purpose. We did want to have 
him explain—if you accept it, of course, there is no need for explaining 
it—why we wanted these lenses quickly. 

Senator SmatHeRS. We accept that. 

Mr. BannerRMAN. All right. Fine. 

Senator SmatuHeks. The thing that I am concerned about is whether 
we are running the Navy in this matter of procurement as it should be 
run. It seems to me in this respect, that two of the most important 
considerations are as follows: (@) Are you looking into all the possi- 
bilities to get the product at the lowest possible rate, so that the Navy 
expenditures are cut down? 

Mr. BanneRMAN. That is right. 

Senator Smatuers. And (0b), are you giving to small business, as has 
been announced as an official policy of the Navy, every opportunity 
to bid on these contracts ? 

Mr. BANNERMAN. Senator 

Senator SMaTHERs. Now, it seems to me that when you do not take 
the time nor the trouble to go out and make an inquiry into all of 
the companies that are in this field and ask them what they can do 
with respect to this particular specification—let me finish my ques- 
tion—when you do not do that, when you summarily start off and say, 
“We are going to give a contract to this company and this company 
on a negotiated basis,” then it seems to me that possibly the taxpayer 
is not as well represented in this negotiation or in this procedure as he 
should be, and also I am definitely of the opinion that—and I think 
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Commander Curtin back there, who apparently was not even consulted 
about this as any time—certainly the aspect of small business was 
completely overlooked. 

Mr. BANNERMAN. Senator, let me say something about Commander 
Curtin’s position, so that it will be clear. 

Senator Smaruers. All right. 

Mr. Bannerman. Commander Curtin is the Navy’s small-business 
specialist. He works in the Office of Naval Material, part of the Navy 
Secretary’s Office. He has working with him in a sense, but not 
directly for him, small-business specialists in each of the purchasing 
offices. Commander Curtin does not normally himself get into pro- 
curements made in these offices. So it is quite normal that he would 
not have been in this case, although the small-business specialists of 
the Bureau’s offices normally are. 

With respect to your comment, Senator, I can only say that the 
policies that vou state here, I agree with. As they apply in this 
case—I do not know—this is a close case. 

Senator Smaruers. Mr. Bannerman, I know that you agree with 
me, and this is not the first year that we have had this discussion. 

Mr. BANNERMAN. That is right. 

Senator Smatuers. But I wonder how many years we are going on, 
where you continue to agree with me and yet we continue to develop 
cases that, while you agree with me in theory, we do not see any prac- 
tical effect of it. 

Mr. BAnNERMAN. Senator, when you make as many procurements 
as we make in the course of a year, I would never guarantee that we 
would achieve the happy position where you would never develop a 
case. 

Senator Smaruers. We are not asking for any guaranty, but we 
are asking that these men who work for you 

Mr. BannrrmaN. I understand. 

Senator Smaruers. For example, Mr. Flaherty here says that he is 
not aware of this particular problem about small business too much; 
that does not necessarily fall in his field. 

Mr. Fianerty. Senator, I did not make that statement. I am very 
much interested in small business. 

Mr. Bannerman. Mr. Flaherty, as a matter of fact, has testified— 
what was the percentage ? 

Mr. Fuanerty. Seventy percent. 

Mr. BanNneRMAN. Seventy percent of all the awards that have gone 
out from his section—I guess what it was is 70 percent of the con- 
tracts which are current in his section are with small-business con- 
cerns. 

Mr. Fuanerty. That is right. 

Senator SmaruHers. That fact we appreciate, and whenever small 
business can handle it, we think it should. But in this particular 
instance, Mr. Flaherty, you have said that you did not make any 
inquiry as to what these other companies could do. 

Mr. Van Nrman. He did. 

Senator Smatuers. He did not? 

Mr. Fianerty. No, Senator. In these discussions in our own 
office—now, I can give you a little example here—when this thing 

started, Bausch & Lomb and Bell & Howell on their own initiative 
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brought in samples. In our office they had discussions, and this Pro- 
jection Optics Co.—I never saw anybody from Projection Optics Co. 
in our office until the day before Thanksgiving, when Mr. Arndt came 
in our office and made himself known. I do not believe they had one 
visit to our office prior to that time. Is that correct ! 

Mr. Van Nirman. Not to my knowledge. 

Mr. Opom. Mr. Flaherty, might I call your attention to a letter 
dated June 2, 1955, which Mr. Aufhauser’s Projection Optics Co. 
wrote to Mr. Philip Cowett. Is Mr. Cowett in your office? 

Mr. Fuianerty. Yes, sir. 

Mr. Opom. Do you know of that letter? Did you receive it? 

Mr. FLanerry. I didn’t receive that letter personally here. 

Senator Smaruers. Is Mr. Cowett here? 

Mr. Van Nirman. Mr. Cowett is here. 

Mr. Opom. Mr. Van Niman, did you receive this letter? 

Mr. Van Nirman. I did. 

Mr. Opom. And did you write them an answer on July 25? 

Mr. Van Niman. Yes. 

Mr. Opom. Then on August 9, 1955, Mr. Aufhauser, president of 
the Projection Optics Co., wrote you a letter; did he not 

Mr. Van Niman. That is right. 

Mr. Ovom. With reference to the procurement of 16-millimeter ana- 
morphic lenses; is that correct? 

Mr. Van Nirman. That is correct. 

Mr. Opom. And on September 1, 1955, he wrote you another lengthy 
letter concerning the matter; did he not? 

Mr. Van Nirman. That is correct. He submitted a sketch. 

Mr. Opom. And you never did advise him or bring it to his atten- 
tion that the request for proposals was sent out on the 29th of August 
with reference to this particular procurement; is that correct? 

Mr. Van Niman. That is correct. 

Mr. Opvom. Now, also with reference to the Vidoscope Corp, is it 
also true that prior to August 29, 1955, you had several conferences 
and conversations with the Vidoscope Corp. or representatives of the 
Vidoscope Corp. ? 

Mr. Van Nirman. That is correct. 

Mr. Ovom. You knew, then, that they were in this field or could 
go into this field; is that correct ? 

Mr. Van Nirman. Yes, I did. I was aware of it. 

Mr. Ovom. Now, did you know at that time that the Vidoscope 
Corp. was at that time producing or manufacturing 16-millimeter 
anamorphic lenses? 

Mr. Van Nirman. Yes, I did. 

Mr. Opvom. Didn’t you tell the Senator just a moment ago that the 
only company that you were familiar with that was manufacturing 
16-millimeter anamorphic lenses, or the only companies were Bell & 
Howell and Bausch & Lomb? 

Mr. Van Nrman. I did not. 

Mr. Ovom. You did not make that statement ? 

Mr. Van Nan. I did not. 

Mr. Opom. I see. You did not say that that was the reason that 
you selected Bell & Howell and Bausch & Lomb, because they were 
producers or manufacturers of 16-millimeter anamorphic lenses, and 
were the only ones that you knew of at that time? 
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Mr. Van Niman. I qualified that statement. 

Mr. Opom. How did you qualify that statement ? 

Mr. Van Nuan. I qualified that statement to indicate that the 
only companies that I knew of who had produced reasonably satis- 
factory lenses were those two organizations. 

Mr. Ovo. By that, then, you mean to imply that the Vidoscope 
Corp. is not capable, does not have the physical or supervisory capa- 
city to produce 16-millimeter anamorphic lenses? 

Mr. Van Nrman. That is not what I said. 

Mr. Opvom. Why is it, then, that you did not include among your 
lists of prospective bidders the Vidoscope Corp. when you sent these 
requests for proposals out? 

Mr. Van Nirman. Let us get squared away 

Mr. Ovom. Well, why didn’t you also send out a request for pro- 
posal to Vidoscope Corp. ? 

Mr. Van Nrman. Because in our judgment the only two companies 
which were anywhere near producing what we wished were the two 
that we mailed to. 

Mr. Ovom. I know. Isn’t it a fact and didn’t you testify a moment 
ago that Vidoscope was at that time producing, manufacturing, and 
distributing 16-millimeter anamorphic lenses? 

Mr. Van Nirman. Yes, I knew that, and they had samples in. 

Mr. Ovom. Then are you testifying that those samples were not 
satisfactory ? 

Mr. Van Nirman. That is correct. 

Mr. Opom. And that is the reason why you did not contact Vido- 
scope Corp. ? 

Mr. Van Nirman. That is right. 

Mr. Ovom. And do you also know that the Vidoscope Corp. is 
accepted in the industry as a qualified supplier? Is that a fair or 
unfair statement ? 

Mr. Van Nirman. I am aware of their existence and that they had 
supplied attachment-type lenses in the motion-picture industry. 

Mr. Ovom. They had? 

Mr. Van Nirman. Yes. 

Mr. Opom. But in your judgment, these lenses that you had seen— 
had you seen any of these lenses ? 

Mr. Van Nrman. Yes; I had. 

Mr. Opom. In your judgment, they were not satisfactory ? 

Mr. Van Nirman. That is correct. 

Mr. Opom. Had the Vidoscope Corp. been furnished by your office 
with the specification of lenses that they were supposed to produce? 

Mr. Van Nrman. No, sir. 

Mr. Opom. And, yet, on the basis of your examination of lenses 
made by a contractor who had not even examined the specifications 
that you thought necessary, you determined that this company could 
not produce a lens satisfactory to your office; is that correct ? 

Mr. Van Niman. Approximately. 

Mr. Opom. That is all. 

Mr. BanNerRMAN. There is a time element in that, too. 

Mr. Van Nirman. Yes; that is right. 

Senator Smaruers. This time element—let us talk just a moment 
about this time element. 
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First, I want to ask you a question before we get away from this, 
Mr. Bannerman. I know that you want to uphold your subordinates 
wherever you can, but do you think that this is the kind of policy that 
the Navy should continue to follow, where 1 man decides that 4 or 5 
companies cannot do something and that 2 companies can, even though 
the other 4 or 5 companies have not been given an opportunity to 
offer what they can do in the light of certain specifications! Do you 
think that is a good policy for him to ignore those other 5 and just 
pick out those 2 ¢ 

Mr. BANNERMAN. Senator, I think that your question really has 
two parts. The first is a question as to whether one man should do it. 
I think that one man should not make decisions of that kind. 

Asa matter of fact, in our procurement in the Navy we have a pretty 
substantial set of checks and balances on decisions of that kind. A 
decision by Mr. Van Niman of that sort would be reviewed by Mr. 
Flaherty or a decision by Mr. Flaherty would be reviewed by his 
supervisor, and then the final decision is that of the contracting officer 
He has great incentives to open up every procurement as wide as 
possible, because, after all, he is responsible for price. 

Senator Smatuers. Right. 

Mr. Bannerman. And there is nothing that will normally 
achieve-—— 

Senator Smaruers. Now, where is his finger in this pie? Where 
did he open this up wide so that you could get the best price ¢ 

Mr. Bannerman. I did not say that he did, Senator. I say that that 


is a part of his job, to examine critically any attempt to restrict com- 
petition. 


Senator Smaruers. Did he do that job in this instance? 

Mr. BannERMAN. He reviewed it very carefully with the engineers 
here and concluded, I gather, on balance—in fact, the record makes it 
pretty clear—concluded on balance in this case that the desire to 
get these lenses to the fleet quickly should overbalance the possible 

savings that might be occasioned by opening it up to people, who in 
the judgment of the engineers, could not supply it on time. 

Senator SMATHERS. Do you believe that a man can write a letter 
and make copies of it? As far as time is concerned, there is no dif- 
ference, is there? 

Mr. BannerMan. I do not understand. 

Senator Smatuers. In other words, it is possible for a man to write 


one letter asking for an invitation to bid and make 4 or 5 copies of that; 
is it not? 


Mr. BannerMan. Oh, certainly. 

Senator Smatuers. That is right. So, so far as the time is con- 
cerned, what time would have been lost by sending an invitation to 
bid to 11 companies rather than to 2 companies / 

Mr. BannerMaN. I do not think the time that we are talking about, 
Senator, is the time that it would take to get quotations from them. 
The time that we are talking about is the time to produce the lens. 

Senator Smaruers. All right. Then, do you not think that these 
other companies should have been given an opportunity to say what 
time they could have performed it in, or do you think it should be only 
of two, because maybe some man in your department has so decided ? 
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Mr. BanNnerMAN. Senator, there are many judgments that you take 
in the procurement business that are close judgments. That is the 
reason a lot of our people are there, to take judgments. I am not 
prepared to say that this judgment was either clearly right or clearly 
wrong at this stage of the game. The only thing that I can say is 
that, so far, we have seen nothing to prove it was wrong. 

Senator Smaruers. The only thing that I can say is that I am 
satisfied with this, that the Congress of the United States, which 
makes appropriations to you people, is rather well interested —— 

Mr. Bannerman. I can inl understand 

Senator Smaruers (continuing). In seeing in each instance that 
you people do everything you can to get the best bid at the least 
cost to the taxpayers. 

Mr. BaNnNERMAN. We certainly agree. 

Senator Smaruers. And we agree » that that can best be done in most 
instances by putting it out where people who are in the business have 
an opportunity to bid, because it is ordinarily that competition which 
results in a lower bid. 

Mr. Bannerman. I thoroughly agree. 

Senator Smatners. And that is the pretty well clearly expressed 
policy of the United States Congress in the appropriations of money. 

Mr. Bannerman. That is right. 

Senator Smaruers. Now, w ith respect to small business, I think it 
is pretty well established, and at the outset of your testimony you so 
admitted, that you wanted to try to make a broad-scale invitation to 
bid so that small business could come in. That was not done in this 
case, and for no particular reason other than that one man decided 
on his own that “there are only two companies which I think can 
do it.” 

Now, I think that is contrary, again, to the expressed policy of you 
and the other Departments of Defense, where they say they are trying 
to help small business. And I would like to know if you prupore 
to let that kind of thing go on. Or, are we simply to talk in t 
high terms about what we are trying to do to get a lower price, what 
we are trying to do to help small business, “and then go out and 
ignore it ? 

Mr. BanNERMAN. Senator, there have been a number of changes 
in our policies since last August that would require, I guess, a more 
thoroughgoing review at the time, prior to procurement of the deci- 
sion to negotiate, than this procurement had. Whether those changes 
would have produced a different result in this case, I am not now 
prepared to say. 

I do not think you can judge from hindsight that way, although 
you can conlninhy: tae k at it and say that you would have differed or, 
perhaps, this gentleman would have differed, but 

Senator Smaruers. Do you believe that by virtue of what has been 
brought out here, it might or might not be a good idea to once again 
advise your division and those in the Department that they should, 
wherever it is practicable and wherever possible, broaden the invita- 
tions to bid as much as they can? 

Mr. Bannerman. I thoroughly agree with you, Senator. 

Senator Smaruers. And at the same time to get as many competi- 
tive bids in as they can, in the belief that that might be the better 
way to operate the Department ! 
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Mr. BanNERMAN. I agree. 

Mr. Opom. Senator, I do not want to belabor this point, but there 
is one other thing that I would like to bring out or ask you about, 
Mr. Bannerman. 

It is my understanding that there was at the time this whole pro- 
curement package was circulated through the several agencies or 
oflices, a responsibility of the Navy to include in that organization an 
opportunity for a representative from the Small Business Admin- 
istration to examine it. Is that correct / 

Mr. BanNerMAN. Well—— 

Mr. Opom. Or do you know ? 

Mr. Bannerman. Mr. Odom, I would prefer to have Mr. Harrison, 
who at. the time is the Acting Director of Contracts, testify about that. 

Mr. Opom. One of the things that the Congress has expected and 
has hoped that the Small Business Administration would do would 
be to examine these procurements to see that small business gets its 
fair part of the contracts. 

Mr. BannerMan. Would you mind directing your question to Mr. 
Harrison / 

Mr. Opom. Mr. Harrison, do you know whether a representative 
from the Small Business Administration examined this particular 
procurement ‘ 

Mr. Harrison. Yes, sir. At one stage in the procurement they did 
examine it. 

Mr. Opvom. Are you familiar with the procurement as it existed at 
that time, that is, when the Small Business representative examined it ¢ 

Mr. Harrison. I saw it for the first time after he had seen it. 

Mr. Opom. Do you know whether at that time there was included 


with this procurement package a list of prospective suppliers ¢ 

Mr. Harrison. Yes, there was. 

Mr. Opom. Well, on that suggested list of suppliers, was Vidoscope 
= included? Was Projection Optics included, and several other 


small suppliers included ¢ 

Mr. Harrtson. Yes, they were. 

Mr. Opom. In other words, at the time the representative from the 
Small Business Administration examined this procurement package, 
it appeared on its face that small-business suppliers would be con- 
tacted with reference to the procurement; is that a fair statement ¢ 

Mr. Harrtson. That is right. 

Mr. Onom. All right, sir. And, yet, subsequent to that time, not- 
withstanding the fact that these suppliers or names of these suppliers 
were included in the procurement package at the time it was screened 
by an SBA representative, they were not contacted? That is a fact, 
is it not ? 

Mr. Harrison. That is right. 

Mr. Ovom. At least, it has been developed here today that that is a 
fact. Mr. Bannerman, this question of procurement of lenses, is that 
a single-service procurement! In other words, is that one of the 
procurements that one service is supposed to handle? 

Mr. BannerMAN. Photographic—and I guess that would include 
projection equipment—would normally be bought by the Department 
of the Air Force. 

Mr. Ovom. Under the unified system ? 
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Mr. Bannerman. I think, single-service procurement. They have 
single-service responsibility for procurement of lenses of this type. 

Mr. Opom. And in this particular instance, I understand, you asked 
the Air Force to waive ¢ 

Mr. Bannerman. To waive, and the waiver was granted. I think 
the Air Force had not previously bought lenses of this kind at all, and 
they certainly had none under contract at that time. ‘The specifica- 
tions problems were problems that were ours, and it was felt that it 
could best be handled by the Navy. The Air Force concurred. 

Senator Smaruers. There must be some explanation. How do you 
account for the fact that it was so urgent in the Navy and yet it was 
not so urgent in the Army and Air Force # 

Mr. Bannerman. I do not know that that was a fact, Senator. It 
may or may not be. I think, as a matter of fact, for overseas installa- 
tions, certainly in the Far East, the Army had already converted. 

Senator Smatruers. Did this—— 

Mr. BanNeRMAN. Well, actually I believe they bought the Bausch 
& Lomb lens and had it delivered—they have completely converted. I 
think that is correct. 

Isn’t that corerct ? 

Mr. Quick. That is correct. 

Mr. BannerMAN. For the Far East. There are a few stations in 
this country that are relatively small stations that use 16-millimeter 
projection where the requirements for showing are not as intense as 
they are aboard ship. Let us say three times a week would be the 
maximum, I think, at those stations which have not yet converted. 

Senator Smaruers. Do you recall whether or not the price which 
the Air Force paid for their converters was less than yours, or was it 
more than yours ¢ 

Mr. BANNERMAN. Senator, I cannot answer that. I don’t know. I 
have no way of knowing. 

Senator Smaruers. Where is the Air Force representative ? 

Mr. Quick. Right here, sir. 

Senator Smaruers. Let me just ask him this question right here now. 
Do you recall whether the—first, have you people bought a number 
of these? 

Mr. Quick. Our procurement, sir, was limited to 500 Bausch & Lomb 
lenses that we bought for the Far East Command. 

Senator Smaruers. For the Far East Command ? 

Mr. Quick. Yes. 

Senator Smatuers. Is that the same thing as these attachments 
which the Navy bought? 

Mr. Quick. Incidentally, I am the Deputy Chief of the Army-Air 
Force Motion Picture Service, and I have a 2-page statement on what 
activity our service has taken in this case. 

Senator Smatuers. Yes. Well, how about answering this question 
first? Then we will let you put that statement in. The question was: 
Do these lenses which you people bought accomplish the same thing 
that the Navy is trying to accomplish with those which they are now 
trying to buy ? 

Mr. Quick. They accomplish the same thing. They are designed 
for a different type of projector. 

Senator Smatruers. Are yours less expensive than theirs ? 

Mr. Quick. They are less expensive. 
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Senator Smatruers. Lessexpensive. How did you account for yours 
being less expensive ¢ 

Mr. Quick. Well, it is a smaller diameter lens, for one thing. It 
does not meet the same specifications as the Navy lens. 

Senator Smaruers. And you have ordered yours for the Far East 
Command ¢ 

Mr. Quick. For the Far East Command only. 

Senator Smaruers. Only. 

Now, why haven't you ordered them for the other commands ¢ 

Mr. Quick. Well, principally because we have in the United States 
about 390 16-millimeter sites. We are showing three program changes 
a week in those situations. In oversea areas, we have five changes a 
week, and we have need for more product. 

I think the Navy attempts to change their film programs daily. I 
am not certain of that, but I believe that is the case. So they would 
feel the pinch before we would, when it comes to having available suf- 
ficient quality product for showing. 

Mr. Opom. But you do not treat it as any emergency, do you, this 
changeover ? 

Mr. Quick. We haven't thus far: no, sir. We expect, however, to 
convert both in the United States and in oversea areas within the next 
3 to 6 months. 

Mr. Opom. On an ordinary schedule conversion; is that correct, in 
the normal course of business ¢ 

Mr. Quick. That is correct. 

Mr. LanNERMAN. Senator, may | point out—it seems to me it is 
necessary to point out—that they are talking about overseas, where 
they have five showings a week. They have converted, in the Far 
East; but, where they have three showings a week, they have not had 
the squeeze for product that we have in the Navy, where we make addi- 
tional showings. 

Mr. Weapock. We have the European theater, Mr. Bannerman, 
which has not converted. 

Mr. BANNERMAN. I do not know the answer to the European theater. 

Mr. Quick. We have not converted in the European theater as yet. 
We have shipped 10 Cinemascope features to the Far East to date. 
We have approximately 60 other Cinemascope pictures on order at the 
present time. 

Mr. BANNERMAN. Senator, if the question of the urgent need of 
these lenses is at issue, which I had understood you to say it was not— 
I understood you to say that you conceded that our lenses were ur- 
gently needed—if that is at issue, we would like to get some testimony 
on that. If not, we are not concerned. 

Senator Smatuers. Mr. Odom thinks it is more important than I 
clo. 

Mr. Opom. Yes. 

Senator Smatuers. It seems to me, and I personally would agree, 
that you have to have considerable moving pictures, particularly for 
those fellows who are actually on sea duty. Were you ever on sea 
duty ¢ 

Mr. Opom. Yes, sir. I was in the Navy. And I concur 100 per- 
cent with the chairman on that matter. 

I think, though, that if, we might just develop a few facts in as short 
a period of time as possible, it would shed some light on the question 
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as to how necessary it was to make this conversion immediately, As 
I recall, you testified, Mr. Bannerman, that when it was originally 
determined that this particular procurement was urgent, that is, it 
was necessary to have these anamorphic lenses, the person who made 
the decision, or the office that made the decision, had erroneous infor- 
mation; is that correct? 

Mr. BannerMAN. There is no question but what the file on which 
this procurement was based had overstated that factor. 

Mr. Opom. Yes, sir . 

Mr. BannerMAN. Let me say that, Mr. Odom, if I may 

Mr. Opom. Yes, sir. 

Mr. BannerMAn. They overstated the amount of the urgency, but 
not the time. What I am saying is that instead of its being climactic, 
it isonly important. But to get them by the date that we made a con- 
tract to get them, we still consider it very important to get them by 
the date specified in the Bell & Howell contract. 

Mr. Opom. Yes, sir; and these dates have been extended, have they 
not ¢ 

Mr. Bannerman. The dates have not been extended since the con- 
tract was made. They were extended somewhat between the time we 
requested quotations and the time the contract was made because 

Mr. Ovom. I would like, if we could, to stay on this question of 
urgency. 

Mr. Bannerman. That is perfectly all right. But we have wit- 
nesses here who can testify as to that. 

Mr. Opom. As I understand it in your prepared statement, you made 
the observation that it was originally thought that 80 percent of the 
supply of movie film would be Cinemascope film; is that correct ? 

Mr. BANNERMAN. Well, we thought that—the statement was—we 
may as well get it perfectly straight—it is right here—the statement 
in the file says that after October 1955, 80 percent of all available 
films will require anamorphic lenses. 

That was not correct. As a matter of fact, I think it might have 
been correct if it had said, October 1956. 

Mr. Opom. Now, the Army-Air Force Motion Picture Service wit- 
ness is here, Senator, and we would like to hear from him. 

Don’t you have a prepared statement ? 

Mr. Quick. I have a paper of two pages, if you would like me to 
read it. 

Mr. Opom. Yes. 

Senator Smaruers. Can you say it in a paragraph or two? 

Mr. Quick. I can probably boil it down; yes, sir. 

Senator Smaruers. Let us do that. 








STATEMENT OF ROBERT E. QUICK, DEPUTY CHIEF, ARMY-AIR 
. FORCE MOTION PICTURE SERVICE 


Mr. Quick. To begin with, sir, we are a nonappropriated-fund or- 
ganization, and we operate through our own funds. We generate and 
receive through the box office, and have a paid-admission policy. That 
is our receipts. 

Senator SMaTHeErRs. You mean you buy all your equipment 





Mr. Quick. We buy all our equipment; we pay our personnel and all 
operating costs with our own funds. 
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Senator Smaruers. Why can’t the Navy do that? 

Mr. Quick. That, sir, I don’t know. 

Mr. Bannerman. Onboard ship we don’t want to charge admission. 
However, I think that should be answered by the Navy Motion Picture 
Service. 

Senator SmatrHers. How about in the Far East Command? I do 
not think there is any reason to charge admission. Do you think they 
ought to charge admission any more in the Far East than they do on- 
board ship ? 

Mr. BAnNERMAN. I don’t know anything about it, Mr. Chairman. 

Senator SmatHers. Well, I do not, either. I think that is the honest 
answer. But do you people charge admission in the Far East‘ 

Mr. Quick. We do, sir, throughout the world, at the majority of 
our 16-millimeter sites and all of our 35-millimeter sites. There are 
two phases to our operation, sir. In the domestic area of the United 
States and Canada and Alaska and a few areas like that we provide 
all of the service. For overseas areas we merely act as an agent for the 
overseas commander in arranging for the procurement of film, equip- 
ment, and space. So there are two different phases to consider. 

We have done nothing in the domestic area in 16-millimeter Cinema 
scope, because we only use 3 program changes a week. 

Senator SmatuHers. What you are concerned about is that you may 
not even have Cinemascope, but yet you are still going to make your 
fellows pay for it, anyway ? 

Mr. Quick. Yes, sir; we have been getting flat versions of the better 
Cinemascope attractions, with the exception of product from 20th 
Century-Fox. So, from that standpoint, our quality has not suffered 
appreciably. 

However, Fox, who sponsors the system, makes a great number of 
grade A pictures. They have 36 projected for 1956. 

Senator SMATHERS. These grade A pictures are not Cinemascope ? 

Mr. Quick. They are Cinemascope. 

Senator Smatuers. They are Cinemascope. : 

Mr. Quick. Thirty-six Cinemascope pictures projected for 1956. 
And when you take those out of your available product, why, you are 
hurting the quality level. And for that reason we have been exploring 
the availability of lenses from various manufacturers for about the 
last 6 to 8 months. 

Senator Smatuers. Now, I might get a plug in right here. As you 
explore for these available manufacturers, I hope you take in due con- 
sideration (a) the small-business man 

Mr. Quick. We do, sir. 

Senator Smatuers. The small manufacturer; and (6) the taxpayer. 

Mr. Quick. We do, sir. 

Senator Smaruers. All right. 

Mr. Opom. Did you contact any of the companies who testified here 
today ? 

Mr. Quick. We contacted the Walter Futter Vidoscope Corp. I 
don’t believe—did we contact Projection Optics, too? 

Mr. AurHavuser. Yes. 

Mr. Quick. Mr. Kiczales, I guess, has spoken to Projection Optics. 

Senator SmaTHeErs. We would not want to repeat this hearing for 
the Air Force. 

Mr. Quick. I represent both the Army and the Air Force. 

























































































































































































84 MILITARY PROCUREMENT—1956 


Senator Smatuers. Fine. That is your testimony. We appreciate 
that. 

Let me ask you this question: Do you charge enlisted men in the Far 
East to get in to see a movie ? 

Mr. Quick. Yes, sir; we charge them in Europe. We charge them 
almost every place in the world. However, I should make this 
point 


Senator Smaruers. Well, I am surely glad I am not in the Army 
or the Air Force. 

Mr. Quick. We charge just like the Exchange charges for mer- 
chandise. We have a commodity to sell, and we are one of the two 
revenue-producing activities of the Army and the Air Force, the other 
being the Exchange Service. So, the profit that is realized in our 
operation is turned back to the Army and the Air Force to spend for 
welfare purposes. 

Major Garctra. Mr. Chairman, I am Major Garcia, legislative liai- 
son. I think it should be made clear that the Army-Air Force Motion 
Picture Service, the same as the Army-Air Force Exchange system, are 
completely nonappropriated-fund activities, not a part of the Army 
or Air Force procurement system. 

Senator Smaruers. Thank you, Major Garcia. 

Mr. Quick. I have a statement, Senator Smathers, that explains 
our operation and our position in this matter, which I would like 
to have incorporated into the record. 

Senator Smaruers. Without objection it will be incorporated in 
full in the record. 

Mr. Quick. Please. 

(The statement referred to is as follows. ) 





JANUARY 9, 1956. 
Subject: Position of the Army and Air Force Motion Picture Service regarding 
the procurement of 16-millimeter Cinemascope equipment. 

1. The AAFMPS is a revenue-producing nonappropriated-fund activity. Our 
principal mission is to provide entertainment through the medium of motion 
pictures for military personnel at Army and Air Force installations. We pro- 
vide this service and operate without the benefit of congressionally appropriated 
funds by arranging for the exhibition of motion pictures at Army and Air 
Force theaters, generally on a paid-admission basis. The AAFMPS is directly 
responsible for providing service to installations within the continental United 
States and at specific installations in Alaska, Canada, Newfoundland, Bermuda, 
and the Azores. We act merely as an agent for oversea commanders, arranging 
for the procurement of film, equipment, and supplies. 

2. All Army and Air Force 35-millimeter theaters in the continental United 
States have been converted for the showing of pictures in Cinemascope, and 
the conversion program in oversea areas is rapidly nearing completion. The prob- 
lem is therefore reduced to the matter of what action to take, and when, in connec- 
tion with 16-millimeter sites. We are at present providing 16-millimeter service 
to 390 domestic sites while 955 are being served in oversea areas. Three pro- 
gram changes a week are arranged for the domestic sites, where a greater variety 
of other entertainment is available, while five program change a week are pro- 
vided overseas. Cinemascope, an anamorphic lens process, was introduced in 
May of 1954 when the Twentieth Century-Fox Corp. released The Robe. Since 
that date the majority of film distributors have adopted the Cinemascope process 
or a variation thereof and the industry trend clearly demonstrates an increase 
in Cinemascope releases. Out of a total of 279 releases in 1955, 86 were Cinema- 
scope, the balance of 193 being conventional pictures. It can be seen that there 
were insufficient releases available with which to maintain a schedule of five 
program changes a week without resorting to the use of Cinemascope attractions. 
In order to meet the 16-millimeter requirements of the Armed Forces, the film dis- 
tributors have for the most part supplied conventional 16-millimeter prints (un- 
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squeezed) of Cinemascope attractions. This leaves something to be desired, how- 
ever, as some of the picture is lost in the process. Twentieth Century-Fox has 
refused to make their Cinemascope pictures available in the conventional medium, 
as the president of the company. Mr. Skouras, contends that the esthetk 

value of the picture is harmed and whole portions of the story sometimes are 
lost if a picture produced for presentation in Cinemascope is shown in any 

other medium. 

3. With the exception of Twentieth Century-Fox and Loew's, Inc., the dis 
tributors’ plans for the release of 16-mm. Cinemascope prints have not been 
too definite. Although it is anticipated that all companies will ultimately 
make such prints available in order to meet the needs of their commercial 
and nontheatrical accounts and those of the Armed Forces, the Veterans’ Ad 
ministration, and the American Red Cross, the film distributors have done 
anything but act in concert in arranging to make Cinemascope prints available 
in the 16-millimeter width. The distributors have made overtures during the 
past year but the first concrete action was made in August of 1955, at which 
time the Far East Command embarked upon the 16-millimeter Cinemascope 
program. We are at present procuring Cinemascope 16-millimeter releases for 
the Far East Command only and have 60 pictures on order, principally with 
Twentieth Century-Fox and Loew’s, Inc. We have already shipped 10 Cinema 
scope attractions to the Far East Command and 6 titles will probably be shipped 
during the month of January 1956. 

4. The quality level of the 16-millimeter entertainment motion-picture pro 
gram has suffered by not having all Cinemascope attractions available for 
booking and we anticipate converting 16-millimeter operations to Cinemascope 
in the domestic area and in oversea areas (other than the Far East Command) 
within the next 3 to 6 months. 

5. With regard to providing equipment for the presentation of 16-millimeter 
Cinemascope, the activity of the AAFMPS has for the most part been confined 
to examining and testing available lenses and screens. No purchases of anamor 
phie lenses have been made for the domestic operation and procurement for 
oversea areas has been confined to the purchase of 500 Bausch & Lomb 2-inch 
focal length lenses that were specifically requested by the Far East Command 

6. The AAFMPS procurement procedure depends on the item to be obtained 
For the larger dollar purchases (air-conditioning, draperies, ete.), we follow 
the Armed Forces procurement regulations, obtaining sealed bids and holding 
formal openings. When a new type of equipment is required and a decision 
reached that standardization would be in the best interests of the Service 
(in order to reduce the amounts of parts to be stocked and to facilitate repairs), 
we obtain prices from all known manufacturers, following the procedure herein 
indicated : 

The trade journals and scientific papers are reviewed to determine sources 
of supply. The companies are then contacted and requested to furnish a proto- 
type of their product, which is studied and tested by the Engineering Depot, 
AAFMPS, St. Louis, Mo. An evaluation is placed upon the quality, workman- 
ship, and practicability of the item for use in the field. If the product is found 
to be technically qualified for use by this service, prices and availability are 
determined, with eventual purchase being based upon the lowest price and best 
availability. 

The foregoing procedure will be used by the AAFMPS when purchase of 16- 
millimenter anamorphic lenses is arranged for the domestic operation. We 
have already tested lenses from Bausch & Lomb, Bell & Howell, Radiant Manu- 
facturing Co. (distributor of the Panavision anamorphic lenses), and Walter 
Futter Videoscope Co. Prices have also been obtained from the three first 
named concerns. 

7. Ihave with me Mr. M. D. Kiczales, executive engineer, AAFMPS, who also 
acts as our procurement officer, and Mr. Wayne D. Shepard, chief engineer, 
who is responsible for evaluating products. These gentlemen will assist me in 
answering any technical questions you may have. 

Roeert E. Quick, 
Deputy Chief Army and Air Force Motion Picture Service. 


Senator Smatuers. We are trying to wind this up. But before we 
do, I think Mr. Odom has made a good suggestion, and that is that, 


in view of the fact that possibly Mr. Aufhauser’s company has been 
mentioned, and also Mr. Futter’s company, Vidoscope, if they want 
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to be heard they will be given that opportunity. Where is Mr. 
Aufhauser ? 

Mr. Auruauser. Right here. 

Senator Smaruers. Do you want an opportunity to be heard for 
just a second ? 

Mr. Avruavser. I would like a few minutes more than just a 
second. 

Senator Smaruers. We will give you a couple of minutes. 

Mr. Auruavuser. I thank you. 

Senator Smatuers. All right. Start out, sir. 

Mr. Auruavser. Mr. Van Niman, you stated that no specifications 
are yet available on Cinemascope lenses. 

Mr. Van Niman. That is correct. 

Mr. AvruAvuser. How, then, could you possibly select the Bausch 
& Lomb or Bell & Howell lens? On what grounds? 

Mr. Van Niman. There are specifications included in the request 
for proposals. I don’t consider that as a separate specification. Per- 
haps I am wrong, but that is the way it seems to me. 

Mr. BannerMAN. Senator, do you want this witness to question 
the Navy witnesses ? 

Senator Smarnuers. I would like to get it cleared up. I think we 
will save a lot of time if we let them meet directly, and let him ques- 
tion him; yes. 

Mr. BANNERMAN. We will be able to ask questions ourselves? 

Senator Smaruers. Yes, surely. We are trying to arrive at what 
the facts are here, and the best way to do it is just to have a little 
discussion. 

Mr. AvrHavser. Well 

Senator Smaruers. Wait a minute. Just on that point, he asked 
you did you have any specifications. You said that you did not have? 

Mr. Van Nran. I did not have—— 

Senator Smatuers. Except in one instance. Now, give us that. 

Mr. Van Nirman. Except in this one instance for interim procure- 
ment, and those specifications are part of the procurement request. 
But we have no formal specifications as yet, and cannot prepare them 
vet. 

* Senator Smaruers. Go ahead. 

Mr. Avuruavuser. If there were no formal specifications available 
at that time, what did Captain Duval base his judgment on that we 
could not meet the Navy’s requirements? 

Mr. Van Niman. I am sorry, I did not get the first part of that. 

Mr. AurnHauser. If you state—and you stated it now for the rec- 
ord—that there are no specifications as yet available on Cinemascope 
lenses, how, then, can. the Navy, particularly Captain Duval, state 
that we could not meet the Navy’s requirements? 

Mr. Van Nirman. No. I stated merely that there are no formal 
specifications as such. There are specifications in the procurement 
request for the 2-inch focal-length lenses. 

Mr. Avurmavser. Does the contract actually call for those specitfi- 
cations ? 

Mr. Van Nrmav. It is written into the contract. 

Mr. Aurnavser. Were the specification of the request proposal and 
the specification of the contract the same? 





MILITARY PROCUREMENT—1956 R7 


Mr. Van Nirman. With minor exceptions. There were a couple of 
exceptions made on the light transmission and corner resolution. 

Mr. Auruauser. I would like for the record to state that the specifi- 
cations are not the same. 

Mr. Van Nirman. That is contained in the statement. 

Mr. BAnNERMAN. That is so stated. 

Senator Smaruers. Correct. 

Mr. Aursavser. One other question. When you wrote the letter 
of July 25—I don’t think you wrote it; Mr. Martin wrote it—— 

Mr. Van Nirman. I prepared the letter. 

Mr. Aurnavser. In answer to my letter of June 2, did you not send 
a copy to Bausch & Lomb? 

Mr. Van Nirman. No; not of the letter that went to you. 

Mr. Aurnauser. On the same day? 

Mr. Van Nirman. I don’t think on the same day. 

Mr. AurHauser. Well, I was informed that it was. But leave that 
as it is 

Mr. Van Niman. May I clarify that? We wrote 10 letters, of 
which 7 are identical. They are a form letter, which contained essen- 
tially the same request for information that was in yours. 

In your case and in Bausch & Lomb’s case and in Bell & Howell's 
case I saved the Navy a little bit of my time by combining answers 
to previous letters of theirs with this letter of inquiry. At the time 
T had no inkling whatever that there would be any question about it. 

Mr. BaANNEeRMAN. As far as the inquiry portion of that letter is con- 
cerned, they were identical. 

Mr. Van Niman. They were identical. 

Mr. BannerMAN. I have viewed them. 

Mr. Aurnauser. Mr. Cowett, did you not state, after the Brooklyn 
Navy test, that with minute changes we could meet the Navy’s speci- 
fications ? | 

Mr. Cowetr. No, sir. Would you like to know what I said, word 
for word ? 

Mr. Aurnavser. I can only say what I was told. 

Mr. Cowetr. May I have your permission, Senator. 

Senator Smatuers. Surely; yes, indeed. He has a right to state 
it. 

Mr. Cowetr. I was asked what I thought of Projection Optics, 
whether I thought they were capable of making a lens to meet the 
Navy’s requirements. 

I said that I had no doubt that Projection Optics could make a 
lens to meet our requirements but that I had serious doubt that they 
could make a lens to meet our requirements within the time by which 
we required the lens. That is the complete statement, sir. 

Senator Smatuers. All right. 

Now, Mr. Futter. 

Mr. AurHauser. Excuse me, sir. One more. 

Senator Smatuers. We are giving you this chance primarily to talk 
about your company, because there have been some implications that 
probably your company could not do this job. We were trying to give 
you an opportunity to let you make a statement that you could do it. 

Mr. AvrHavuser. My purpose in interrogation was merely to prove 
that it was not only our companny, but that other companies didn’t 
get a fair play, either. Even the larger ones didn’t get it. 
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One more question I would like to ask the contracting group. When 
was the first day Bell & Howell was notified that they were the suc- 
cessful bidder? And I will tell you why I asked this question. I don’t 
want to sound like a judge. I am aware that some of the subcon- 
tractors—I know the dates when they got the O. K. to go ahead, and 
those dates do not jibe with the contract, indicating that Bell & Howell 
received advance notice prior to official date. 

And I would like permission for Mr. Arndt to continue for me. 

Senator Smaruers. No. I will stop this right here.’ 

Let me ask you this question : Did you give any advance information 
to Bell & Howell before this letter went out to them. 

Mr. Van Nirman. Are you asking me this question, sir? 

Senator Smaruers. Yes, Mr. Van Niman. 

Mr. Van Nirman. No. 

Senator Smaruers. They had no advance information ? 

Mr. Van Niman. No—— 

Senator Smaruers. Did you discuss 

Mr. Van Nirman. Other than the letters of July regarding our 
whole program. 

Senator Smaruers. Who is the contracting officer ? 

Mr. Bannerman. Mr. Harrison. 

Mr. Harrison. Right here. 

Senator Smaruers. Mr. Harrison, did they have any advance infor- 
mation? Did you give them any advance information with respect to 
what you people knew and what you were looking for in advance of 
the letter, the letter of July, I guess it was? 

Mr. Harrison. No, sir. 

Senator Smaruers. Of this $50 million you say of small business, 
how much other contractual authority do you have, sir? 

Mr. Fianerty. I don’t have any contractual authority. 

Mr. BanNERMAN. The contractual authority in the Bureau of Ships 
is in Mr. Harrison or others in the Division which he heads up, the 
Contract Division, as shown here. 

Senator Smaruers. All right. Let me ask this question. 

Do Bell & Howell have any other contracts with you people? 

Mr. Harrison. They have had two very small contracts, $303 each, 
since 1950. 

Mr. BANNERMAN. Since 1950, Senator. 

Senator Smaruers. You do not consider that out of proportion 
with any contracts which other men in this kind of business are 
getting ? 

Mr. Harrison. This is the first procurement of this type. 

Senator Smaruers. This is the first procurement of this type? 

Mr. Harrison. Yes, sir. 

Senator Smaruers. Since 1950, do you know of any other organiza- 
tion which has gotten as large an amount of contracts through your 
office as has Bell & Howell 

Mr. Harrison. Every contractor we have, practically, has gotten as 
much as or more than Bell & Howell; yes, sir. 

Senator Smaruers. That are in this kind of business? 

Mr. Harrison. No, sir; not in this business. 








1Mr. Arndt later penne and was granted authority by the chairman to submit a pre- 
pared statement covering those points upon which Projection Optics desired to elaborate 


further. This statement appears as appendix IV at p. 124. 
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Mr. BANNERMAN. Senator, we had testimony that the type of thing 
that we are buying here is normally bought under a single-service- 
procurement assignment by the Departme nt of the Air Force rather 
than the Department of the Navy. It is rather unusual for us to be 
buying any equipment of this kind, and we have already testified as to 
how we happened to be doing it here. 

Senator Smaruers. I am not trying to make any implications. I 
am just wondering. If you say that you do not ordinarily do this and 
yet Bell & Howell have had 2 contracts since 1950 of $303 each, and 
then they get this one, I am trying to find out what sort of proportion 
it is that Bell & Howell get of these contracts in relation to these other 
people who are in this same business. 

Mr. BANNERMAN. Senator, I asked Mr. Harrison to come here pre 
pared to testify on what contracts Bell & Howell had gotten in the last 
5 years. Iam sure that he does not have any information with respect 
to other companies. If you would like to get it, we could get it and 
present it to you. 

Senator Smatruers. Would you imagine that a good contracting 
oflicer who has been letting contracts would have some idea as to what 
percentage this one company might have over other companies ¢ 

Mr. BANNERMAN. I would rather doubt it. 

Senator SmaTuHers. You would doubt it? 

Mr. BaNNERMAN. Without checking his records. He would have to 
go back. He could find out. 

Senator Smaruers. I am talking about just as an average. 

Mr. BANNERMAN. I understand. 

Senator SmaruHers. I am not asking for specific percentages. 
am asking on an average. 

Yes, sir, Mr. Harrison ? 

Mr. Harrison. Sir, the reason I cannot answer that is that I am 
assistant director of contracts, and normally I do not award contracts. 
I did not award this contract. 

Senator Smatuers. Who awarded this contract ? 

Mr. Harrison. The contract bears the signature of Comdr. J. C. 
Snyder. 

Senator Smatuers. Is J. C. Snyder here? 

Mr. Bannerman. No, he is not, Senator. He works under Mr. 
Harrison. 

Senator Smatuers. I understand that. 

Now, this is what I am talking about when you start over here and 
say we have asked for so many people. Now, we do not have the right 
“Joe”: once again we come on down and finally come up with another 
man who is not even here. It always goes that way. 

Mr. Bannerman. Senator, Commander Snyder, who signed this 
contract, did not participate at all in the decision that we understood 
that you were investigating. Mr. Harrison did for this division. 
That is why he is here. 

Senator Saaruers. Then why do we engage in this double talk 

Mr. BannerMaNn. I 

Senator SmAruers (continuing). Where we say that one man had 
the authority to do it, but the other man was the only one who could 
put his signature on and enter into it? It does not make sense. 

Mr. BaNNERMAN. Sir, the decision that you are investigating is one 
that Mr. Harrison handled, and not Commander Snyder. 
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Senator Saaruers. On this particular type of contract with regard 
to lenses—I understand you have not had very many—the Air Force 
has been doing it for everybody. But of the few that you have had 
since 1950, has Bell & Howell gotten most of these contracts? 

Mr. Harrison. Sir, to my knowledge, this is the only contract that 
has been awarded by the Bureau of Ships for lenses. The first two 
contracts I referred to earlier were for other parts. I do not know 
just what they were for, but the amounts were so small that we did 
not check to see what they were for. They were made—— 

Senator Smaruers. All right. Now, if you do not have that infor- 
mation, we will pass over that. 

Mr. Harrison. I have it. One was made in May of 1951 for $303, 
and one was in May of 1955 for $303. 

Senator Smaruers. And they presumably were not for this kind of 
equipment ? 

Mr. Harrison. That is right, sir. I know that for a fact, because 
this is the only purchase of lenses made by the Bureau of Ships. 

Senator Smatruers. Now, Mr. Futter, let us have a statement, if 
we can. 

Mr. Furrer. Well, Mr. Van Niman has made.a statement that he 
contacted the only two firms who had made a lens of this type at that 
time. 

Mr. Van Niwan. That is incorrect. I did not make such a state- 
ment. I made a statement that, to the best of my knowledge, only 
two firms had made lenses that were at all caikatie for our use at 
that time. 

Mr. Furrer. I take that as his statement, and I want to call your 
attention to the fact that the Vidoscope Co. is the first company in 
the United States to have a 16-millimeter lens on the market that was 
generally advertised and generally thought to be the greatest. 

I have here before me telegrams from Walter Reade, who is the 
resident of the NPTOA, representing 7,000 theaters in the United 
tates, and Nopat Sales, who have sold them to many, many circuits, 

and Arlen Pictures, the Columbia Pictures Corp., the Drive-In 
Theaters Association. 

These, together, represent two-thirds of the theaters of the United 
States, and each one of these telegrams, without going into the details 
of it, is highly complimentary of the Vidoscope product. 

No. 1, the Vidoscope 16-millimeter lens was advertised via this 
booklet * as being used exclusively by the only people who distribute 
the Fox films in the United States, a 16-millimeter, exclusively over 
every other lens offered. They tried the Bell & Howell lens. They 
have tried the Bausch & Lomb lens, and they have tried every other 
lens that was offered to them, and they signed an exclusive contract 
not to give their pictures out except on Vidoscope 16-millimeter lenses, 
because ours were the best. 

That is true of the General Films in Canada, who distribute the 
Fox, Warner Bros., and other 16-millimeter Cinemascope pictures. 
They have signed exclusively to distribute those pictures only on 
Vidoscope lenses. 

When you say that you contacted the only two people who had de- 
livered a lens that was considered to be satisfactory, I will chal- 


1 This booklet is retained in the committee files as exhibit 11. 





MILITARY PROCUREMENT —1956 9] 


lenge again, (a), that Vidoscope was the first company to have a 16 
millimeter lens, before Bausch & Lomb; Bausch & ake was the first 
company to have a 16-millimeter lens with a fixed anamorphic and 
a backing lens, but Vidoscope brought down to you as early as May 
those samples which we have left on the table, and I will challenge 
you to say that you have never tested one, that you have never had 
one in your possession, that you have refused to take them from us 
when we offered them to you, that at no time did you say that you 
had a sample of our lens in your possession, that you never tested 
it under any circumstances whatever, with the possible exception of 
August 2, 1955, when our Mr. Greenblatt brought down a mockup, and 
you took it in the projection room and said “it doesn’t work.” 

It was not intended to work. It was the form. The lens which 
is intended to work is there on the table, and it was in great pro 
duction. That was not any type of a test of this lens or of our 
product, and it was not brought down here for that purpose, and you 
had no right to take it in the projection room, and over the loudest 
words that Mr. Greenblatt could say to you. He said, “This is not 
for projection.” 

That is the only time in my knowledge that you have had one of 
my lenses in your hand except for the fact that you accompanied Mr. 
Greenblatt all around the exhibition of our lenses in July of 1955, 
and saw our 16-millimeter lenses actually projecting the Fox Cinema- 
scope pictures, I should think the first public time, because we were 
loaned that film by the Fox Film Co. to use for that exhibition. It 
was the first time that Fox had given a 16-millimeter Cinemascope 
print for public exhibition, and they did it under contract with us 
exclusively. 

You saw that lens showing Cinemascope pictures of the Fox Co. 
under not ideal circumstances, but perfect projection. You also 
saw the combination of the lens on the projection machine of the 
Eastman Kodak Co. This was in July. You saw each one of these 
developments which is the evolution of this lens all during the months 
between March and September. 

I challenge you now to tell me when you first saw a Bell & Howell 
combined lens. 

Mr. Van Nirman. I can answer it. It was August 2. 

Senator Smaruers. Yes. 

Mr. Furrer. When ? 

Senator SmaTuers. August 2. 

Mr. Van Nirman. August 2. 

Mr. Furtrer. But you saw ours in May and June and July, that com- 
bination. Whether you like them or not, you saw them. 

Mr. Van Nirman. Mr. Cowett reminds me that I actually saw the 
Bell & Howell prototype in Chicago a week or 10 days before we actu- 
ally received one. I think that is true. 

Mr. Futrer. A prototype. O. K. But you saw ours during the 
months of April, May, and June. 

Mr. Van Nirman. When Mr. Futter is through, I would like to make 
a comment. 

Senator Smatuers. Yes. 

Mr. Furrer. I will challenge again—just one more thing, Senator. 

Senator Smatuers. Let us make this brief, now. 

Mr. Futter. I am going to make it very brief. 
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You have before you one of our lenses put together by me from 
imagination of what the specifications should have called for. I have 
never in my life seen a Bell & Howell lens—I think I see one now in 
the middle of the table—I would: like to have it in my hand, because 
I have never seen one—I want you to know that I made this from 
imagination without any cooperation from the Navy, many months 
in advance of anybody else who made one, and made it work. And 
there is the finished sample of the Bell & Howell Co. after they have 
had this contract in mind since August. We could have produced this 
complete contract in a lens which is so similar that you could hardly 
tell them apart. 

I challenge that my lens will do what that lens will do, and outdo 
it, in any type of proper experiment given by an unbiased agency, and 
that I am ready to deliver those lenses starting immediately, and that 
Bell & Howell Co. is not ready to deliver them, that my lens will do 
better in every way in projecting Cinemascope pictures than that lens 
which is before you or the lenses which they will deliver under this 
contract. And I stand ready to deliver them. 

Senator Smaruers. I thank you, Mr. Futter. 

Mr. Furrer. Thank you. 

Senator Smaruers. Did you want to say something now, Mr. Van 
Niman ? 

Mr. Van Niman. Yes. 

I am fully aware that Mr. Futter’s company has had attachment- 
type 16-mm. lenses. I have seen them and have seen their advertise- 
ments. I saw them in Chicago at the trade show. The only com- 
posite lenses I have ever seen are these various samples that they have 
brought around. The only one that I ever had the opportunity to 
check would not focus at 15 feet, let alone at 8 to 40 feet. Subsequent 
to that they submitted another sample which was tested in Brooklyn 
in December, and it does not work at all. Now 

Mr. Furver. I challenge that that sample was not tested in Brook- 
lyn in September, if vou will pardon me, dear Senator. 

Mr. Van Nrman. December 21. 

Mr. Fourrer (continuing). Because we were allowed to bring in the 
room only one sample to a high security so-and-so—you would think 
it was an atom bomb that I had in my hand—and I was allowed to test 
only one sample, and the sample had been dropped. It may have been 
dropped by somebody in the Navy. 

Mr. Van Nirman. Senator, the test that was conducted in Brooklyn 
at that time was conducted with a lens presented by Mr. Futter to Cap- 
tain Duval, and Mr. Futter was present. The only reason we tested 
it was that he brought it in and said he could make it, and said he 
thought we should test it. He said, “This is one that will meet your 
specifications. We ask that that be tested.” 

Senator Smaruers. Gentlemen, I think that we might as well end 
this hearing, and I think that it should be ended on this note, which 
I hope that you and the Navy will appreciate. I think that all this 
discussion back and forth points up very well what we are trying to 
do here, which is to prevent such discussions in the future. And I 
am confident that the way to accomplish that is to get Commander 
Curtin and his committee back there a little bit more active. I do 
not mean to say that he is not active, but I think that he should have 
an opportunity in many ways to know what these bids are and what 
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your people are getting ready to do with respect to letting contracts. 
And tballere that you should give everybody an opportunity to bid on 
them, and not set yourselves up as having all the information, which 
you might well have, and the best information, which you might well 
com and should not pass judgment on it so fast. Let everybody 
bid; give everyone an opportunity who wants to to come in. After 
that, when you select what appears to be the best one and the lowest 
one, then there is no complaint that can be made by anyone. I think 
we would not have had this complaint had you conducted it like that. 

With respect to the urgency, we could debate that back and forth 
for years and never arrive at anything. I think the Air Force has 

retty well demonstrated that it probably was not as urgent as the 
Saws thought it was. But I am sure that for some fellow who is riding 
on some destroyer 1,400 miles at sea, it is pretty urgent as far as 
he isconcerned. So, that is a matter which is debatable. 

I would hope that, in these new contracts which are to be let on 

our program which is to go forward in 1957, I think you said, this 
aie the interim program, but I would hope that, on your permanent 
program, you will give to Mr. Futter and Mr. Aufhauser and all these 
other people and anyone else who believes that they have a company 
which can manufacture the type of thing which you want, an oppor- 
tunity to be heard. When you do that I do not think we will ever 
have any difficulty in the future again. 

Now, in the light of what I have said—Commander Curtin holds up 
his hand. He wants to say something. 

Commander Curtin. Mr, Chairman, I want to say one thing: that 
the Bureau of Ships has a very effective small-business program. 
It has been most helpful not only to my office, but to small business, 
and they have led in the joint-determination program. I thought 
that would be of interest to you. 

Senator Smatuers. I think that that is information that is of 
interest to us, and we appreciate it, and we do not come here and say 
that everything that you people do is bad, at all. We say, “Here is 
an illustration of what goes on.” We do not say that all of your con- 
tracts are like this. We do not say, however, that this is the only 
one. We say that this is an example of the kind of thing which we 
wish to avoid, and the best way to avoid it is to stick to those principles 
which Mr. Bannerman and I so blithely and so loftily talk about. But 
I ae that we can get it down into the areas where you men who are 
on the practical basis of letting contracts will actually put it into 
practice, and when you do that, we will not have this kind of hearing, 
and I think we will all be better off. 

: yan BANNERMAN. Senator, I think the hearing will have been use- 
ul to us. 

Senator Smatuers. Thank you very much. I appreciate your 
coming. 

(Whereupon, at 5 p. m., the subcommittee recessed, to reconvene at 
10 a. m., Tuesday, January 10, 1955.) 
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TUESDAY, JANUARY 10, 1956 


Unrrep States SENATE, 
SuBCOMMITTEE ON Minitary ProcuREMENT, 
OF THE CoMMITTFE ON SMALL Business, 
Washington, D. C, 

The subcommittee met, pursuant to notice, at 10 a. m., in room 457, 
Senate Office Building, Senator George A. Smathers (chairman of the 
subcommittee) presiding. 

Present: Senators Smathers, Morse, and Thye. 

Also present: Lewis G. Odom, Jr., chief counsel; William D. Amis, 
and Robert L. Weadock, professional staff members; and Robert A. 
Forsythe, administrative assistant to Senator Thye. 

Senator Smatuers. The meeting will come to order. 

Mr. Sullinger will be our first witness this morning. Mr. Sullinger, 
will you come up? 

Mr. Sutiineger. Thank you. 

Senator Smatuers. I might make a preliminary statement to the 
effect that we understand that this particular difficulty has finally 
been satisfactorily settled, but as long as we have started on it. we will 
just go ahead and discuss it here at this hearing in the hope that we 
might be able to impress upon the services that we do not want to 
have this sort of thing happen again. 

Mr. Sullinger, you goahead. Do you havea statement ? 

Mr. Suuurncer. Yes, sir; I have prepared a statement. 

Senator Smaruers. We would prefer to have you just state it rather 
than read it, unless you prefer to read it. 

Mr. Suuirneer. All right. 


STATEMENT OF F. W. SULLINGER, PRESIDENT, AERONAUTICAL 
COMMUNICATIONS EQUIPMENT CORP., MIAMI, FLA.; ACCOM- 
PANIED BY H. C. LEUTERITZ, VICE PRESIDENT, AERONAUTICAL 
COMMUNICATIONS EQUIPMENT CORP. 


Mr. Sutirncer. The major phase of the difficulty which we had, I 
believe, has been corrected, provided the Air Force carries out to the 
lowest level—— 

Senator Smaruers. Could we start out this way? Mr. Sullinger, 
give us your name and the company with which you are associated, 
and identify yourself, please, sir. 

Mr. Sutirncer. My name is F. W. Sullinger. I am president of the 
Aeronautical Communications Equipment Corp., located at 3090 
Southwest 37th Avenue, Miami, Fla. 
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Mr. Ovom. Mr. Sullinger, now, may I suggest, too, if you would at 
the outset, just state your problem and what your difficulties were, first. 
Later the Air Force will state what action they have taken. 

Senator Smatruers. If any of you Air Force men would like to come 
up, we will be glad to have you. 

Mr. Suttrnger. And Mr. Leuteritz, too. May he come up? 

Senator Smatuers. That will be all right. 

Mr. Sutiincer. With me is Mr. H. C. Leuteritz, who is a vice presi- 
dent of our corporation. 

Senator SmatrHers. What kind of business are you in? 

Mr. Su.iincer. We are in the business of manufacturing commer- 
cial types of radio communications and electronic equipment. 

Mr. Opom. How long have you been in that business, Mr. Sullinger? 

Mr. Sutuincer. This particular business, we have been in since the 
middle of 1946. 

Mr. Opom. Now, what particular problem did you have with refer- 
ence to the Air Force in this instance’. 

Mr. Sutirncer. Well, to begin with, it was very difficult for us to 
find out the exact nature of the problem, or rather the details of it. 
But the nature of the problem was that, where we had been selling our 
144-channel HF equipment to various air carriers, we began to run up 
against situations where we could not make any more sales. We talked 
to various personnel of these air carriers, and they told us that they 
were satisfied with our equipment; they were satisfied with the service ; 
they were satisfied with the operation of the equipment; they were 
satisfied with the price of it. 

Mr. Opvom. Had you been servicing some of these air carriers for 
some time? 

Mr. Sutirincer. Oh, yes; from the very beginning of our company. 

Mr. Opom. I see. 

Senator Smatuers. How many years was that, Mr. Sullinger, 
pete 

r. Suttrncer. That would be 9 years. 

Senator Smaruers. And you had never had any substantial com- 
plaint from them? 

Mr. Sutirncer. No, sir. I won’t say that we never had some com- 
plaint, but, whenever we do, we take care of it. 

Senator Smaruers. But you had continued to sell them—— 

Mr. Suuurncer. Yes, sir. 

Senator Smatuers. Over this course of years. 

Now, when you speak of air carriers, to whom do you refer? To the 
big airlines? 

r. Sutyrncer. Scheduled airlines. 

Senator Smatuers. The scheduled airlines ? 

Mr. Suuirncer. Large and small. 

Senator Smatuers. Large and small ? 

Mr. Suturncer. Yes, sir. 

Senator SmaTHers. And you had been selling them this equipment 
over a period of about 9 years? 

Mr. Sut.incer. Various types of equipment; yes sir—not this par- 
ticular equipment, because it has not been in existence for 9 years. 

Senator SmarHers. Yes. Had you ever sold to them any of this 
particular type of equipment which we are talking about ? 

Mr. Sutirncer. Yes, sir. 
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Senator Smaruers. And how long have you been selling them that 
particular type of equipment ? 

Mr. Suturneer. For a little over 3 years. 

Senator Smaruers. All right. Then what happened? Did you 
suddenly stop selling them any more ? P 

Mr. Suiiincer. Certain airlines stopped, and when we tried to find 
out just what the difficulty was, the people we talked to were very 
reluctant to talk about the details of the CRAF program. ; 

Senator Smatuers. Of what program ¢ 

Mr. Sutiincer. Of the CRAF program. 

Senator Smaruers. Explain that to us. Now, tell us what that is. 

Mr. Weapock. What does that stand for? 

Mr. Suuiincer. Civil Reserve Air Fleet, which is what we are in- 
volved with here. 

Senator Smaruers. All right. 

Mr. Sutiincer. And, in every case, the person would state that he 
could not be quoted, so that what information we have, we have no 
way of proving. 

Mr. Opom. What information do you have along that line? We do 
not ask you to identify the source of your information, but what was 
told you? 

Mr. Sutxincer. First it was told us that—let us take any particular 
airline that we have been selling equipment to—that they were desir- 
ous of having a number of their aircraft certified under the CRAF 
program. If this aircraft already had Aerocom equipment on it 

Mr. Ovom. Now, Aerocom equipment is equipment produced and 
manufactured by your company; is that correct ¢ 

Mr. Sutiincer. Yes. I should add, I guess, that Aerocom is our 
short name. We use it a great deal, because it is our registered trade- 
mark name and is our registered cable address. ’ 

Mr. Opom. I see. 

Mr. Sunuincer. They stated that if they already had Aerocom 
equipment of the correct type on their aircraft, it would be accepted 
under the CRAF program. 

Mr. Opom. When you say “accepted under the CRAF program,” 
is that a program that the airlines enter into with the United States 
Air Force? 

Mr. Sutirncer. It is my understanding that the United States Air 
Force has a contract, a CRAF contract, with each airline. 

Mr. Ovom. And so when you say “accepted,” you mean that the 
equipment would be accepted by the Air Force under its CRAF 
program ? 

Mr. Suxutncer. That is correct. 

Mr. Opvom. I see. Proceed, then. 

Mr. Sutrincer. However, if they did not already have 144-channel 
high-frequency equipment on their airplanes, then the Air Force 
would pay them for the cost of provisions on the aircraft to accept 
Collins 144-frequency equipment. ait 

Now, by “provisions,” I mean shock mounts, wiring, contro! panels, 
and the labor involved in installing those things. 

Mr. Ovom. What is the expense of that installation? Do you have 

judgment ? 
OED eh rweill: I have received a round-figure estimate of $2,000 
where one set of equipment is involved. I don't know how accurate 
that is, because—— 
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Senator Smaruers., Would that be $2,000 per aircraft? 

Mr. Sutirncer. It would if there was one set of equipment involved. 
If provisions were made for 2 sets, I assume that it would be some- 
where in the neighborhood of $3,500 to $4,000. 

Mr. Opom. Now, this other equipment, the Collins equipment—who 
manufactures the Collins equipment ? 

Mr. Sutiincer. It is manufactured by Collins Radio Co. in Cedar 
Rapids, Iowa. 

Mr. Opom. Now, is that a large concern ? 

Mr. Sutxincer. Very large; yes, sir. 

Mr. Ovom. And your concern, is it a small concern / 

Mr. Sutuincer. Quite small. We have less than 100 employees. 

Mr. Opom. I see, sir. Now, if you will proceed. We hate to inter- 
rupt you, but these points come up. 

fr. Suttincer. No. I am very glad for you to do that, because I 
want to get in the record what is necessary, the type of information. 

Another thing that we were advised on later was that in some cases 
the Air Force not only agreed to pay for the installation of provisions 
for the Collins equipment, but they also agreed to supply an operating 
set of Collins equipment without charge to the airline. 

Senator Smaruers. They agreed to provide a what ? 

Mr. Sutiincer. An operating set of equipment. 

Senator Smaruers. An operating set of equipment ? 

Mr. Sutirnger. A set of Collins equipment. 

Senator Smaruers. In other words, fet me see if I understand it. 
You were advised that, if these airlines bought, not your equipment, 
but the Collins equipment, that which was made out in Iowa some- 
where, the Air Force would pay for the installation of that Collins 
equipment ? 

Mr. Sutuincer. Yes, sir. 

Senator Smaruers. But they would not pay for the installation 
of your equipment? 

Mr. Suutrncer. They would not. 

Senator Smarurrs. They would not ? 

Mr. Sutircer. No, sir. 

Senator Smaruers. In addition to paying for the installation of the 
Collins equipment, they would also pay in some instances for the 
operating equipment which apparently was also necessary; is that 
right ? 

Mr. Sutsincer. That is the equipment units proper: yes, sir. We 
were advised of that. 

Senator Smatuers. Now, where did you get this kind of informa- 
tion ? 

Mr. Suuiincer. We got it from various personnel of the airlines 
involved. 

Senator Smatuers. Of the airlines involved ? 

Mr. Sutiincer. Yes, sir. 

Senator Smaruers. You never got that directly from the Air 
Force? 

Mr. Sutxincer. No, sir. 

Senator Smaruers. But, as I get it, the airlines ceased buying your 
equipment, and when you questioned them as to why they were no 
longer buying your equipment, you were told that the Air Force had 
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told these air carriers that if they bought the Collins equipment, the 
Air Force would underwrite the cost of installation ‘ 

Mr. Suuiancer. Yes, sir. It just amounted to the fact that they said 
it was not economically feasible for them to buy our equipment when 
they could get a deal like that. 

Senator Smaruers. That is what the airlines said ‘ 

Mr. Suu.inerr. That is what the airlines said; yes, sir. 

Senator SmarHers. Do you know any reason why the Air Force 
would discriminate against your particular equipment ¢ 

Mr. Suuuinger. I can hardly say that. 1 know that the Air Force 
has standardized on the Collins equipment, and undoubtedly they 
would like to see it on the CRAF ciomall. I don’t know of any reason 
why they should knowingly discriminate against Aerocom; no, sir. 

Senator Smaruers. What I am driving at is this: Obviously the 
Air Force would like to get uniform equipment, I presume, on almost 
all of these aircraft so that when they ia with them, they know what 
they are dealing with. But is your equipment so different from the 
Collins equipment that it could not work as a sort of interchange 
equipment, or things of that nature! 

Mr. Suuiinger. It is not physically interchangeable ; no sir. 

Senator Smaruers. It is not physically interchangeable. 

Mr. SuLiincer. However, in connection with that point, I would 
like to say this. We are talking now about commercial aircraft. 
Unless we get into a war or some similar emergency, those aircraft will 
continue to be flown in commercial service. 

Senator Smatruers. That is right. 

Mr. Sutiincer. Well, you—pardon me. 

Senator SmarHers. Goahead. I want you to go ahead and explain 
it, because we do not understand. I do not understand it very clearly, 
why you think that they did not buy your equipment. 

Mr. Suniincer. And whether the airline installs Aerocom equip- 
ment or Collins equipment, they are bound by Civil Aeronautics 
Administration regulations whereby they must have, over their entire 
route, a certain minimum number of sets of spare equipment before 
that airplane can fly. I know the argument has been used that the 
Air Force thought it would be simpler for them if all the aircraft had 
Collins equipment on them. Well, it might be. But, on the other 
hand, it is not a case where spare equipment has to be suddenly pro- 
vided in case of a war, because, if these airlines are flying, the airlines 
that we are talking about are international airlines and they have spare 
equipment already on hand. True, additional sets may be required, 
but they could be supplied before the war happens. That is what is 
being done with the Collins equipment. 

Mr. Opom. In other words, the airlines could just as easily have 
available the spare equipment for Aerocom as they could the spare 
equipment for Collins; is that a fair statement? 

Mr. Suuiincer. They can and they do. I mean, the airlines that 
are using our equipment have the spare equipment. They are required 
to have it by Civil Aeronautics Administration. 

Senator Smaruers. Well, the Civil Aeronautics Administration 
does not require that they use your particular brand ? 

Mr. Suuirncer. No, sir. 


Senator Smaruers. Just a brand of a certain amount or a certain 
kind of radio? 
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Mr. Suitincer. The Civil Aeronautics Administration requires 
that they have equipment which will provide satisfactory communi- 
cation over their routes. 

Senator Smaruers. And they do not specify Aerocom or Collins or 
anything else ¢ 

Mr. Suuiincer. No, sir; absolutely not. 

Senator Smaruers. This was a case where apparently, presumably, 
the Air Force was trying to get the airlines to take on Collins equip- 
ment? 

Mr. Sutirncer. As far as we could tell, from the information we 
could get; yes, sir. 

Senator Smaruers. After you let us know about this complaint up 
here, did some of the airlines subsequently buy your equipment and put 
it into their planes, and are they using it today ? 

Mr. Sutiincer. Well, let me say this, that some of the airlines have 
not stopped buying our ‘equipment. 

Senator SmatTHers. Even though they do not get the Air Force to 
pay for the installation cost? 

Mr. Sutuincer. That is correct. 

Senator Smaruers. Why? Do you know why they continued to 
indulge in what would seem to be a very expensive operation on their 
part ¢ 

Mr. Sutiincer. They told us they liked our equipment; they were 
satisfied with it. There is a point right there as to what the positions 
of those airlines are. They see the other airlines that have been getting 
all of these financial concessions, and I do not know how long it will 
be until they may begin to think that it would have been better if 
they had bought the Collins equipment instead of ours. 

Senator Smaruers. Did the Air Force ever tell any airline, that you 
know of, that they would be willing to pay for the installation costs 
of your particular type of equipment ? t? 

Mr. Sutxrncer. No, sir. 

Senator Smaruers. Had you ever heard of this procedure in con- 
nection with any other equipment, radio equipment, except the Col- 
Jins equipment ? 

Mr. Sutiincer. No. But I did not endeavor to find out about any 
other type of equipment, because this was the only type which we 
were interested in. 

Mr. Opom. On the MATS system of the Air Force, they use the 
Collins equipment entirely; it is the single source of supply; is it not? 

Mr. Sutiincer. That is my understanding. 

Mr. Opom. In other words, it is your understanding that the Air 
Force does not purchase this type of equipment from any supplier 
other than Collins Radio; is that correct ? 

Mr. Sutircer. So far as I know, that is my understanding. 

Mr. Onom. And it is your information that the Air Force decided 
also in their CRAF program that they would like to have the same 
supplier, Collins Radio? 

Mr. Sutzincer. That was my understanding; yes, sir. 

Mr. Ovom. Now, after you learned this from the airlines, from your 
former customers, did you bring the matter to the attention of the 
Air Force or make any inquiry of the Air Force to determine whether 
your information was true or false? 
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Mr. Sutuincer. Yes,sir. I exchanged correspondence with the Air 
Materiel Command in Dayton. 

Mr. Opom. And what were you advised by the Air Materiel Com- 
mand in Dayton? 

Mr. Sutirncer. Well, my interpretation of the letter they gave me 
was that they stated they were not agreeing to pay for the—they were 
not discriminating against Aerocom equipment by agreeing to pay for 
the installation only of Collins equipment. 

Mr. Opom. Do you havea copy of that letter with you? 

Mr. Suturecer. I have the original of the letter with me. I have 
i copy also; yes, sir. 

Senator Smaruers. We are going to make this a matter of the record 
now. I would like to read it for my own information. 

Mr. Sutirncer. Perhaps, so that it will be clear, a copy of my letter 
should also be in it, because it replies to certain specific points. 

Senator Smatuers. Thank you. I think you are exactly right. 

We will make these a part of the record. 

(The letters above referred to follow :) 


Jury 18, 1955. 
Subject: CRAF program. 
MILITARY AIR TRANSPORT SERVICE, 
Andrews Field, Washington, D. C. 


GENTLEMEN: We are writing in order to obtain some information as to how 
we can participate in subject program. 

At the present time, our 144-frequency HF airborne transmitting and receiving 
equipment is being used by the following United States air carriers: Pan Ameri- 
ean World Airways, Trans-World Airlines, Inc., Northwest Airlines, Seaboard & 
Western Airlines, Slick Airways, Flying Tiger Lines, and Resort Airlines. 

Our general understanding is that certain specific aircraft of participating 
airlines are being selected and designated as civil reserve aircraft; further, that 
the United States Government is arranging to purchase a certain quantity of 
spare equipment units for such aircraft. 

We have received no inquiries for spare units of our airborne radio equipment. 
Since we definitely wish to participate in this program, and understand from some 
of the airlines using our equipment that they also wish to participate in it, we 
request that you send us complete information which will assist us in this respect. 

Sincerely yours, 
AERONAUTICAL COMMUNICATIONS 
EQUIPMENT, INC., 
F. W. SuLtincer, President. 


AveustT 1, 1955. 
Subject: CRAF program. 
COMMANDING OFFICER, 
Military Air Transport Service, 
Andrews Field, Washington, D. C. 

GENTLEMEN: We attach hereto copy of our letter to you dated July 18, 1955, 
in which we requested information concerning subject program. 

We have received neither an acknowledgment nor a reply to our July 18 letter. 
If the letter should have been addressed to some other office, we would very 
much appreciate your forwarding it and advising us of the action taken. If 
subject program comes under MATS, we would very much appreciate receiving 
an early reply to our July 18 letter. 

Sincerely yours, 
AERONAUTICAL COMMUNICATIONS 
EQUIPMENT, INC., 
F. W. SuLiincer, President. 
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HEADQUARTERS, MILITARY AIR TRANSPORT SERVICE, 
UNITED States Arm Force, 
Washington, D. 0., August 11, 1955. 
Mr. F. W. SuLLINGER, 
President, Aeronautical Communications Equipment, Inc., 
Miami 33, Fla. 


Dear Mr. SULLINGER: In reply to your August 1, 1955, letter, may I express my 
regrets for the delay in answering your previous query. 

Inasmuch as evaluation and procurement of equipment for the CRAF program 
is a function of the Air Materiel Command, I am taking the liberty of forwarding 
your letters to them. MATS is involved in the CRAF program mainly in an 
operation planning capacity, while the Air Materiel Command is the provisioning 
agency. 

I will refer your letter to Headquarters, Air Materiel Command (Attention: 
Lieutenant Colonel Frankel-MCPMAC), Wright-Patterson Air Force Base, Ohio, 
requesting that he conduct the future correspondence with you. 

Trusting this meets with your approval, I am 

Very truly yours, 
Harry R. GILLETT, 
Colonel, USAF, Chief, Civil Air Division, DCOS/Plans. 





HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, August 15, 1955. 


Subject: CRAF Program. 
AERONAUTICAL COMMUNICATIONS EQUIPMENT, INC. 
Miami $33, Fla. 


(Attention of Mr. F. W. Sullinger.) 


GENTLEMEN : This will acknowledge that this headquarters has received this 
date from Headquarters MATS your letters dated July 18, 1955, and August 1, 
1955, together with their reply to your basic letters. 

Information as to the query contained in your communications is being as- 
sembled and will be transmitted to you by August 31, 1955. 

Sincerely, 
ARTHUR G. FRANKEL, Jr., 
Lieutenant Colonel, USAF, Chief, Airlines Branch, Airlines Maintenance 
and Service Controls Division. 


HEADQUARTERS AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, August 23, 1955. 


Subject: CRAF Program (Communications Equipment). 


AERONAUTICAL COMMUNICATIONS EQUIPMENT, INC. 
Miami 33, Fla. 


(Attention Mr. F. W. Sullinger, President.) 


GENTLEMEN : Reference is made to your letters dated July 18, 1955 and August 
1, 1955, addressed to Commander, MATS, Andrews Air Force Base, Washington 
25, D. C. 

A program to support the equipment on the aircraft engaged in the CRAF 
program is now in the process of being definitized. This program will provide 
spares for all types of equipment which, it is contemplated, will be used by the 
CRAF fleet in the event of its activation. The latest information available to 
this headquarters indicates that spares to support Aerocom equipment cur- 
rently being used on various commercial aircraft are being included in the 
spares tables being prepared for the CRAF logistics support program. 

As of this date, the list of spares necessary has not been definitized. The 
existing program for procurement calls for a cycle of procurement during fiscal 
year 1957. Therefore, no inquiries for Aerocom equipment will be forthcoming 
any sooner than July 1, 1956. When the action to secure these necessary parts 
is taken, it may either come directly from the Air Force, or inquiries may be di- 
rected to you through a contract for the procurement of logistics supplies with 
a participating airline. 
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We trust that the information contained herein answers the queries contained 
in your referenced correspondence. If there is any further information which 
you may require as to the procurement phase of the Civil Reserve air fleet 
program, direct your inquiries to this headquarters, and answers to same will 
be furnished to you upon the receipt of your letter. 

Sincerely, 
ArTHUR G. FRANKEL, Jr., 
Lieutenant Colonel, USAF, Chief, Airlines Branch, 
Airlines, Maintenance and Service Contracts Division. 


SEPTEMBER 7, 1955. 
Subject: CRAF Program (Communications Equipment). 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio. 


(Attention of MCPMAC; Arthur G. Frankel, Jr., Lieutenant Colonel, 
USAF, Chief, Airlines Branch, Airlines, Maintenance and Service Contracts 
Division. ) 


GENTLEMEN: This will acknowledge receipt of and thank you for your letter 
dated August 23, 1955 which is in reply to our letters dated July 18, 1955 and 
August 1, 1955, addressed to Commander, MATS, Andrews Air Force Base, 
Washington 25, D. C. 

We appreciate receiving the information which you have supplied us con- 
cerning the probable program to be followed in connection with spare equipment 
units. In order that we may learn to what extent we can participate in the 
other phases of this program, which have been going on for sometime, we would 
very much appreciate receiving answers to the following: 

(1) We understand that, on some CRAF aircraft, you have agreed that the 
Government will pay for installing provisions for 1 or 2 sets of Collins 100 watt, 
144 frequency HF equipment (618S-1 transceiver and associated items); the 
actual equipment units to be supplied by the Government at some future date, 
when the aircraft is activated for subject program. If this is correct, will you 
similarly agree that the Government will pay for installing provisions for 1 or 
2 sets of Aerocom 100 watt, 144 frequency HF equipment? 

(2) We understand that, for certain CRAF aircraft, you have agreed that 
the Government will pay for installing provisions for 1 or 2 sets of Collins 100 
watt, 144 frequency HF equipment (618S-1 transceiver and associated items), 
provided the aircraft operator agrees to purchase and install the Collins equip- 
ment units. If this is correct, will you similarly agree that the Government 
will pay for installing provisions for 1 or 2 sets of Aerocom 100 watt, 144 
frequency HF equipment, provided the aircraft operator agrees to purchase and 
install the Aerocom equipment units? 

We would very much appreciate receiving your early reply. 

Sincerely yours, 
AERONAUTICAL COMMUNICATIONS EQUIPMENT, INC., 
F. W. SuLLINGER, President. 


HEADQUARTERS, AIR MATERIEL COMMAND, 
WRIGHT-PATTERSON AIR Force BaSe, OHIO, 
October 6, 1955. 


Subject: CRAF Program (Communications Equipment). 


AERONAUTICAL COMMUNICATIONS EQUIPMENT, INC., 
Miami 33, Fla. 
(Attention of Mr. F. W. Sullinger, president.) 

GENTLEMEN : Reference is made to your letter of September 7, 1955, addressed 
to this headquarters, and the queries contained therein. 

This headquarters is currently engaged in the procurement of materiel neces- 
sary to modify those aircraft assigned to the Civil Reserve Air Fleet to later 
accept, within a minimum time, the end items necessary to make such aircraft 
capable of overocean flights. The equipment itself will be installed on these 
aircraft when it is necessary to mobilize the fleet. Current procurement with 
regard to high frequency communications equipment has as its objective the 
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satisfaction of a requirement for 144-channel equipment. In those aircraft 
currently using 144-channel equipment in their commercial operations, the Air 
Force has, in the interest of economy and readiness, accepted that equipment 
as satisfactory. In those aircraft requiring provisioning for the later installa- 
tion of a 144 channel high frequency set, this headquarters is providing the 
equipment currently used by the Air Force for similar operations in order to allow 
maintenance interchange in emergencies. 

With respect to your second inquiry the provisioning is in nowise conditioned 
upon purchase of equipment by the contractor. As is indicated above the equip- 
ment being stockpiled and to be supplied in the event of mobilization will be 
a by _ Government and will not be paid for by the aircraft operator. 

ncerely, 


ARTHUR G. FRANKEL, Jr., 
Lieutenant Colonel, USAF, Chief, Airlines Branch, Airlines, Mainte- 
nance and Service Contracts Division. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 


Washington, D. C., December 29, 1955. 
Hon. JoHN SPaRKMAN, 


Chairman, Select Committee on Small Business, 
United States Senate. 

Dear Mr. CHAIRMAN: I refer to your recent inquiry on behalf of Mr. EB. W. 
Sullinger of Aeronautical Communications Equipment, Inc., who alleges that Air 
Force policies are hindering the sale of Aerocom equipment. 

I have caused a review to be made of our Civil Reserve Air Fleet (CRAF) 
program in order to determine whether any policies or procedures thereunder 
tend to discriminate against the Aerocom set in favor of the Collins set. I find 
that, in those cases where civil aircraft already have installed Aerocom equipment 
suitable for the CRAF program, the Air Force has agreed to support such equip- 
ment logistically. Similarly, where airlines have on order aircraft designated 
for the CRAF program and HF equipment is being installed at the expense of the 
airline operator, the choice of equipment is up to the airline, with the Air Force 
agreeing to support such equipment logistically, whether it be Aerocom or 
Collins. Thus, no discrimination against Aerocom exists in these situations. 

On the other hand, I find that, when the cost of installation of provisions and 
equipment in CRAF aircraft in operation or in production is to be borne by the 
Air Force, the Air Force has required installation of provisions for the Collins 
set. Apparently, such action stemmed from a desire to utilize the same HF 
equipment in the CRAF program as is utilized jn our regular MATS fleet. While 
this has merit from a logistics standpoint, it does result in discrimination 
against the Aerocom set. 

Accordingly, I have directed that, whenever the Air Force has agreed to pay 
for the installation of provisions for HF equipment under the CRAF program, 
the choice of equipment will be up to the airline operator involved. This action 
should permit Aerocom to compete freely with the other manufacturer involved. 

The Air Materiel Command is being advised of this decision at once. 

Sincerely yours, 
Max GOLDEN, 
Deputy for Procurement and Production, 
(For and in the absence of Dudley C. Sharp, 
Asistant Secretary of the Air Force). 


Senator SmarHers. What did you do after you got your letter? 

Mr. Suuirncer. I decided, as the head of a small corporation, I 
had gone about as far as I could on my own. I know now that I 
should have then taken up the matter with this committee, but I was 
not familiar with such problems, and, so, I referred it to a national 
small-business organization, of which we are a member. The name 
of it is the National Federation of Independent Businesses. 

Mr. Ovom. They referred you to the committee; is that correct? 

Mr. Suturncer. Yes; this business organization, which has an office 
in Washington, referred me to the Senate Small Business Committee, 
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and I then directed a letter to this committee and sent copies, photo- 
static copies, of all of the correspondence and a request for help. 

Senator Smatuers. All right, sir. Mr. Sullinger, that will be 
enough from you for the aint 

Now, we have the Air Force very well represented here this 
morning. 

General, we are glad to see you again and glad to have you here, 
as we are the colonel and the lieutenant. General, if you care to make 
your statement now, we would be very pleased to have it. 

General Baker. Yes, sir. I havea statement here from Mr. Sharp, 
which I would like to put in the record, if I may. 

Senator Smatuers. We will make that a part of the record as 
written. 

(The statement of Assistant Secretary of the Air Foree Dudley 
Sharp is as follows :) 


STATEMENT SUBMITTED BY ASSISTANT SECRETARY OF THE AIR Force DuDLEY SHARP 
TO THE SUBCOMMITTEE ON MILITARY PROCUREMENT, SENATE SELECT COMMITTEE 
ON SMALL BUSINESS, ON JANUARY 10, 1955 


Mr. Chairman, your committee has requested the Air Force to furnish it with 
information regarding its policies for the procurement of high-frequency com- 
munications equipment for the Civil Reserve Air Fleet program, in view of 
certain difficulties which the Aeronautical Communications Equipment Co., of 
Miami, Fla., has indicated it has experienced. 

In order to present to you a relatively complicated subject in as clear a 
fashion as possible, I wish to explain briefly what the Civil Reserve Air Fleet 
program is, what the communications requirements for this program are, and 
what changes in procurement policy have been made by the Air Force as a result 
of our recent review following your initial inquiry. 

The Civil Reserve Air Fleet, commonly known as CRAF, consists of a civil 
fleet of four-engine aircraft earmarked to augment existing military transport 
aircraft of the Military Air Transport Service in the event of mobilization. 
The civil air carriers together with the military departments and the Depart- 
ment of Commerce have been working out the details of this program for several 
years. An important part of the program has consisted of providing for the 
modification of inservice and inproduction civil aircraft earmarked for CRAF 
so that participating carriers will be able to install within a very short time 
certain equipment essential to effective wartime overseas operation. Arrange- 
ments have also been made to purchase and store the necessary equipment to be 
installed on these aircraft. 

Of particular importance in this program is the communications equipment 
which is required to insure adequate operational capability of these aircraft 
when utilized in conjunction with aircraft of the Military Air Transport Service. 
It has been determined that, in order to fulfill anticipated operational require- 
ments, aircraft earmarked for CRAF must be prepared, on short notice, to be 
equipped with a 144 channel high-frequency radio set together with another 
suitable high-frequency radio as backup equipment. 

The aircraft assigned to CRAF vary greatly one from the other as to type and 
as to communications equipment already installed on them. For instance, air- 
craft currently utilized in overseas flights must already have in operation two 
high-frequency radio sets since this is required by the Civil Aeronautics Admin- 
istration for overseas flight. For purposes of the CRAF program, aircraft operat- 
ed overseas, which have communications equipment meeting CAA standards, do 
not require modification if at least one.set qualifies under the 144-channel re- 
quirement of the CRAF program. On the other hand, aircraft assigned to CRAF 
which are utilized solely in domestic flights will normally not be equipped with 
communications equipment adequate to meet CRAF standards. Therefore, 
contracts for modification of these aircraft to be able to receive the equipment 
to be installed must be entered into and the necessary modifications financed by 
the Government. Almost every aircraft involves a slightly different problem in 
this regard. 

Under the Air Force’s earlier policy, where civil aircraft earmarked for CRAF 
already had installed communications equipment suitable for the CRAF pro- 
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gram, the Air Force agreed to support such equipment logistically, regardless of 
make or model, and no modification of aircraft or replacement of communica- 
ttons equipment was required. Similarly, where airlines had aircraft on order 
which were designated for CRAF and where high-frequency equipment was be- 
ing installed at the expense of the carrier since the equipment would be needed 
by this aircraft in its contemplated commercial operation, the choice of equip- 
ment was left up to the carrier, with the Air Force agreeing to support this 
equipment regardless of type. Since no discrimination against Aerocom or any 
other commercial equipment has existed in these situations, this portion of our 
policy has been left unchanged. 

The difficult situation is when modification of aircraft is required in situations 
where the aircraft concerned does not or will not require as much communications 
equipment as is specified for the CRAF program. In these situations, it had 
been Air Force policy to require that modification be made to permit installa- 
tion of only the Collins 618 S—1 high-frequency transceiver, a piece of equipment 
which has been tested by the Air Force with good results. It was contemplated 
that this radio euipment itself would be supplied from Air Force stocks. Simi- 
larly, where the aircraft assigned to CRAF were inproduction aircraft, it had 
been Air Force policy to agree to finance the modifications and provisioning neces- 
sary to permit installation of the requisite communications equipment in those 
eases where the aircraft would not have been so equipped for the normal com- 
mercial work contemplated, provided that the equipment provisioned for under 
those circumstances was the Collins 618 S-1 set. 

Our review of this portion of our policy following your committee's initial in- 
quiry has lead us to conclude that, when modification of CRAF aircraft is 
required and financed by the Air Force, there exists a definite possibility of 
discrimination against the Aerocom set if the carriers are permitted to provision 
only for the Collins equipment. We have, therefore, determined that the com- 
plaint of Aerocom is justified and that the Air Force should not prescribe the 
equipment to be provisioned for under these circumstances, provided that it meets 
CRAF standards. We have reached this conclusion in spite of certain logistical 
advantages to the use of one type of radio equipment, because it is basic to our 
procurement policy to avoid such discrimination. 

To summarize the procurement policy now in effect covering the communica- 
tions requirements of the Civil Reserve Air Fleet program, each of the com- 
mercial airlines participating in the program may select the exact type of high- 
frequency equipment it desires installed in its aircraft. This option may be 
exercised on both inservice and inproduction aircraft, with the Government pay- 
ing for both the original provisioning and the necessary end item components 
unless the carrier requires such equipment for its own operations. The airlines 
may select any high-frequency equipment which is CAA certified and will meet 
the communications requirements established for CRAF. The commercial air- 
lines participating in the CRAF program have recently been notified by letter 
of the new policy. 

I would like to thank this committee, Mr. Chairman, for bringing this matter 
to our attention so that we have been able to take corrective action. 


STATEMENT OF MAJ. GEN. DAVID H. BAKER, DIRECTOR OF PRO- 
CUREMENT AND PRODUCTION, AIR MATERIEL COMMAND, 
WRIGHT-PATTERSON AIR FORCE BASE, DAYTON, OHIO; ACCOM- 
PANIED BY LT. COL. PHILIP SANSONE, COMMUNICATIONS 
BRANCH, DIRECTORATE OF REQUIREMENTS, OFFICE OF DEPUTY 
CHIEF OF STAFF, DEVELOPMENT HEADQUARTERS, UNITED 
STATES AIR FORCE; LT. MORTON NYMAN, AIRLINES BRANCH, 
AIR MATERIEL COMMAND; AND D. C. JONES, BUYER, AIR 
MATERIEL COMMAND 


General Baker. I would also like briefly to cover what Mr. Sullin- 
ger has covered. 

Senator Smaruers. Right. 

General Baxer. In effect, everything that Mr. Sullinger said was 
accurate, with 1 minor exception and 1 major exception, which I think 
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is a very important point. The minor exception is just simply that 
the cost of the installations runs between $800 and $1,200, 

Mr. Sutirneer. I understand that. 

General Baker. It is a minor point, but it is a difference in figures. 

The second point, that the Air Force provides Collins equipment 
or any other type of equipment for installation in commercial airline 
aircraft to be used prior to a mobilization day is not correct. The Air 
Force has been requested many times by commercial airline operators 
to provide aircraft with a radio, which could be Collins or any other 
type, and the Air Force has refused in every instance to provide radios 
for that purpose. So that, in effect, the 144-channel radio which is 
provided, is provided only in the event of mobilization, and the provi- 
sions therefor are put in the aircraft so that, in the event of mobiliza- 
tion and use of these commercial aircraft to move our equipment over- 
seas rapidly, the aircraft would be provided with a 144-channel radio 
within a period of 48 hours. 

Senator Smaruers. General, let me ask you a question. I am not 
clear yet, primarily, because I do not understand about the installation 
in the aircraft. 

General Baxer. Yes, sir. 

Senator Smaruers. Does the Air Force now have a program where 
you put in basic equipment in these commercial airlines so that, if, 
under mobilization orders, you take them over, you can install, we will 
say, a 144-channel in there’ 

General Baker. Yes, sir. As I am sure the committee must know, 
in the event of mobilization, we must move rapidly overseas in order 
to implement our war plans. 

Senator SmatueErs. Right. 

General Baxer. In order to do that, we require the support of all of 
the commercial airlines. 

Senator Smaruers. Right. 

General Baker. Therefore, on the mobilization day or at the time 
the move takes effect, we do have in our commercial aircraft under 
the CRAF program, which has been referred to before, provisions 
for installation of certain items that will make them suitable for over- 
seas flight and suitable for fitting into the Air Force program, among 
which is a 144-channel high-frequency set. 

Senator Smaruers. Now, right there, to get my point clear, are you 
at the present time engaged in such a program, we will say, of remodi- 
fying certain of these commercial aircraft, so that, if mobilization day, 
we will say, were a year away, you will have a number of these com- 
mercial aircraft already provisioned, so to speak, with the basic instal- 
lation, so that all you have to do is put in this 144 channel ? 

General Baker. Yes, sir; we are. 

Senator Smatuers. Are you doing that now / 

General Baker. Yes, sir. 

Senator Smaruers. Where do you do that? 

General Baxer. It is done, primarily, in the production of new 
aircraft. We are trying to do this at the time the aircraft is actually 
produced. 

Senator Smaruers. That seems sensible. 

General Baker. For example, the commercial airlines are buying 
Lockheed aircraft at Lockheed. We work with the commercial air- 
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lines and the Lockheed Co. and have it done at the time the aircraft 
is being produced. That is our present policy. 

Senator Smaruerrs. Now, for those that have already been built 
where the airlines are using them, what do youdo? Take them out of 
circulation every so often, we will say—one out for a couple of days, 
and take it to Wright Field or somewhere and do it? ere is this 
done? 

General Baxer. No, sir. The airlines are doing it themselves, when 
they have the aircraft down for a certain period of time. 

Rinna Smatuers. When the commercial airlines make this change 
themselves, does the Air Force then pay them any sum of money for 
either the aircraft not being in use or for the labor on the airplane? 

General Baker. No, sir. That is one of our problems in getting 
these aircraft equipped, because we have no provisions, nor do we 
provide any return to the airline companies, when they put these 
aircraft down to install the CRAF provisions. 

Senator Tuyr. Mr. Chairman, I would like to ascertain how long 
it takes to install that equipment ? 

General Baker. Well, sir, I am sure that it varies. I am not an 
expert on the CRAF program. 

o you know, Lieutenant Nyman ? 

Lieutenant Nyman. It is just during the normal overhaul period 
that the airlines set up themselves. They do their own modification 
along with it. 

Senator Tuyr. Yes. But I mean, how long a time, in hour require- 
ment, is the installation ? 

General Baker. Sir, I think I might explain it this way, that dif- 
ferent aircraft would require different amounts of installation from 
the Government. I am sure that you understand that, because some 
of them are equipped to operate overseas and some of them are only 
equipped to operate in the United States. 

I believe that the amount of work would vary between aircraft 
and, of course, the time required would depend upon the amount of 
work that was required on any particular aircraft. 

Senator Tuyr. That is what I was trying to learn. How big an 
installation is it ? 

General Baker. Sir, it is not a major installation. 

Senator Ture. It is not a question of going into the inner structure 
and getting your channels interwoven into the system ? 

General Baxer. On this particular point of the radio, the cost of 
the provisions of the radio is $800 to $1,200, which I mentioned before, 
which I think would give a fairly good picture of the extent of work 
involved. 

Senator Ture. But that would be just within the instrument itself ? 
It would not require any remodeling of the plane or any part of that? 

General Baker. No, sir. 

Senator Ture. It would be just in the instrument that comprises 
the radio equipment ? 

General Baxer. The CRAF program is controlled from the Air 
Force Headquarters. Colonel Sansone is here with me from the Air 
Force Headquarters. 

Lieutenant Colonel Sansone. The amount of installation required 
would depend upon where the airline physically put the group B com- 
ponents as we call them, or the radio receiver or radio transmitter- 
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receiver. From that point to the control point, which is normally 
the pilot’s operative point, you would have to have controls wiring. 

Now, normally in most aircraft, you have points within the area 
where you can get to it. There are ducts or entryways. 

Senator Ture. Yes. 

Lieutenant Colonel Sansone. And it is usually the procedure to 

refabricate the cabling and then move this to the airplane and then 
just string this through, fishhook it through or drop it. I would 
say on a C—54 type aircraft, with which I am personally familiar, with 
the cabling prefixed and preassembled, it would take one man maybe 
8 hours, at the maximum. This does not include, if they have all 
instruments installed on one rack, rejuggling the rack. I would say 
if everything was all set, it would take about 8 hours. 

Senator Tuyr. Thank you. That was the information I wanted. 

Senator Smaruers. I am still not quite clear on this point. The 
Air Force, I realize, does not pay for the 144-channel equipment. 
But, does the Air Force or does not the Air Force pay for the cost of 
installation ? 

General Baxer. Sir, I think the answer to that is that the Air 
Force has paid for the wiring and the provisioning that would be 
necessary in order that the equipment could be installed immediately 
in the event of mobilization. 

Senator Smaruers. I understand that now, I think. In other 
words, the Air Force pays for what we might call the basic ground- 
work upon which the 144 will eventually be placed ? 

General Baker. Yes, sir. 

Senator Smaruers. I will let you go ahead. Do you want to say 
anything more ? 

General Baker. Well, sir, I would just like to say two more things. 

First, I think we have cleared up the fact that the Air Force 
does not furnish equipment of Collins or any other type to the air- 
lines for operation prior to a mobilization day, which I think is 
rather an important point. 

The second point is that the Air Force, prior to about January 3, 
did at that time, where an airline did not require in its own opera- 
tions a 144-channel—the Air Force did provision for a Collins 618S-1 
set. 

Senator SmarueErs. It did provision for what ? 

General Baxer. It did provision for a Collins 618S-1 set, and did 
say to the airlines, “If, in the event of mobilization, we will use your 
aircraft; we will then provide to you at that time a Collins 618S-1 
set.” 

Since January 3, when this was brought to the Air Force’s atten- 
tion by this committee, the Air Force has changed its position, and 
it now says to the airlines, “You can select any type of 144-HF set, 
and we will furnish the provisioning for that set, and, in the event 
of mobilization, we will furnish that set and the spare parts thereto.” 

Mr. Opom. General, now with reference to those airlines that were 
using or had need for this type of equipment at the present time— 
now, I think you just made a statement with reference to those air- 
lines who did not need it; did you not ? 

General Baker. Yes. 
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Mr. Ovom. With reference to those airlines that are using this type 
equipment at the present time, did you have any arrangement with 
those airlines with reference to the payment for provisioning the air- 
craft for the installation of this equipment ? 

General Baker. These are airlines that presently are using Aero- 
com equipment ? 

Mr. Opvom. Yes; Aerocom. 

General Baker. We would, in the event of mobilization, where 
they had them and bought them for themselves—we would in the 
event of mobilization supply the spare parts or the additional parts 
required for the Aerocom set. 

{r. Opom. You do that at the present time? 

General Baker. We have been doing that. 

Mr. Opvom. Has any instance been brought to your attention of an 
airline that was going to buy new equipment having been advised by 
the Air Force that it would have to buy Collins equipment before the 
Air Force would pay for the provisions for the equipment ? 

General Baker. I don’t know of any instance myself. 

Lieutenant Nyman. No, sir. 

General Baxer. Lieutenant Nyman would know, I am sure. 

Lieutenant Nyman. No. 

General Baxer. I don’t know of any instance. 

Mr. Opom. Was that the type of problem that was brought to your 
attention, Mr. Sullinger? 

Mr. Sutirneer. Yes, sir; I think the contract that you now have 
with the airlines states that they will only pay for the provisions for 
installing the Collins equipment. Isn’t that correct? 

General Baxer. I beg your pardon? 

Mr. Sciiincer. The contracts that you now have with the airlines, 
regardless of what they are using at present, state that the Air Force 
will pay only for provisions for installing the Collins equipment ? 

General Baker. We will pay for the provisions now for Collins 
equipment. 

Mr. Sutircer. Right. 

General Baker. Right. We will pay for the provisions now for 
Collins equipment, and in the event of mobilization, we will furnish 
a Collins set. 

Mr. Sutiincer. Yes. I think what he was referring to was the 
provisions for the equipment. 

Mr. Opom. Yes, General. What the committee is interested in is: 
Prior to January 3, what was your arrangement with the airlines with 
reference to paying for their provisioning the aircraft for installation 
of this 144-channel HF equipment? 

General Baker. Well, if the airlines in their peacetime operation 
today required this type of equipment on their runs, they pay for it 
themselves, for the provisioning and for the radio. 

Mr. Opom. And that has been your practice all along? 

General Baker. That has always been. If they required it in their 
peacetime operations—and many of them do, particularly those that 
operate overseas—then we would provide nothing. 

Mr. Opom. And, that has been your position ? 

General Baker. That has been our position on that. I don’t think 
there is any question on that. 
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Senator Sacarners. Mr. Sullinger, I see you shaking your head 
Is that your understanding ¢ 

Mr. Sutiringer. No, sir. 

Senator SmarHers. What is your understanding ‘ 

Mr. Sururnerer. My understanding is what I stated in the letter, 
that upon this record, regardless of whether the airline needed the 
equipment in their regular operations, if the airplane did not already 
have provisions aboard for the 144-channel equipment, whether it was 
a newly manufactured plane or an old airplane that did not yet have 
these provisions, the Air Force would pay to put on this airplane provi- 
sions to accept the Collins equipment. 

Senator Smaruers. Now, is 7 incorrect, General ? 

General Baker. No, sir, I do not think that is correct, Mr. Sullinger. 
If the airlines required these in their daily operations, prior to M-day, 
they would be required to purchase those themselves, and support 
them themselves, complete. 

Mr. Suuiincer. General, but that is the whole basis of our diffi- 
culty. These airlines that were buying our equipment, they need it. 
They are international air carriers, and they say to us, “Well, we like 
your equipment, but the Air Force is going to pay—we are buying 
some new airplanes, or we are putting this on some old airplanes we 
just bought—and the Air Force will pay for provisions to accept the 
Collins equipment, but they will not pay us to put on provisions to 
accept your Aerocom equipment.” 

Now, as I say, I cannot prove that, but I think my information is 
pretty reliable. 

Mr. Ovom. In other words, you have gone to your customers and 
you have tried to sell them your equipment, and they say, “We like 
your equipment, but we are not going to buy it, because, if we buy 
Collins’ equipment, the Air Force will pay for the basic provisions 
necessary for the installation.” Is that correct ? 

Mr. Sutiincer. That is our problem, as near as I can determine. 

Mr. Opom. And that has reference to the airlines that are using this 
equipment at the present time? 

Mr. Sutiincer. They have to have it in their service; yes, sir. 
They are international air carriers. 

General Baker. Sir, Lieutenant Nyman is responsible for the im- 
plementation of these CRAF programs, and I would like to have him 
speak on this point. 

Senator Smaruers. Fine. Lieutenant Nyman, we would like to 
hear from you on this point. 

Lieutenant Nyman. Sir, we are speaking now prior to January 3, 
because that was the gentleman’s question. 

Senator Smaruers. Yes. 

Lieutenant Nyman. Prior to January 3, the policy the Air Force 
was following was, if the airline was a domestic carrier and would 
never have been an HF customer for 144-channel equipment because 
he did not require it under the civil air regulations, we paid for the 
provisioning for Collins 618S—1 equipment. 

In the other case, in the case of international carriers, if the ear- 
rier did not have 144-channel equipment in his airplane, we paid for 
tle provisioning for 1 Collins 618. 

Mr. Opom. Yes, Lieutenant. Right there. now, you say that if the 
carrier did not have 144-frequency-channel HF equipment in his air- 
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craft at the present time, you would pay for the provisioning of that 
aircraft for the installation, if it were installation for Collins Radio 
equipment; is that correct ? 

Lieutenant Nyman. Right; yes. 

Mr. Opvom. Now, if that is a correct statement, isn’t that equally 
applicable to those airlines that need this type equipment at the 
present time? 

Lieutenant Nyman. No, sir, because we only pay for it on interna- 
tional aircraft, where the civil air regulations did not require them 
ever to use 144-channel equipment, if an airplane flies in the Latin 
American division, they are never potentially an HF customer. 

On the other hand, if the carrier had to have 144-channel equip- 
ment, we made that determination and refused to pay for it. 

Now, there has been a trend toward 144-channel communications 
equipment in international aircraft. We have never paid for an in- 
production international aircraft for 144-channel equipment. These 
airlines go out and buy it themselves. 

Senator Tuyr. May I interrupt at that point? How many com- 
panies manufacture the same equipment, that qualified equipment ? 
How many companies? 

Lieutenant Nyman. Qualified by the Civil Aeronautics Adminis- 
tration ? 

Senator Tuyr. The equipment that you just referred to, how many 
companies can manufacture that type of equipment, or are qualified to 
manufacture it ? 

General Baker. How many companies are qualified to make the 
144-channel ? 

Lieutenant Nyman. Undoubtedly a great many of them. There are 
only two that we know of that are in production. 

Senator Taye. You know of two? 

Lieutenant Nyman. That is right. 

Senator Tuyr. There might be others that you are not aware of ? 

Lieutenant Nyman. Or that could manufacture it. 

Senator Tuye. How did you arrive at a specific, and name it by 
make? That is the only purpose of this question, to try to find out 
how the Air Force ever made a decision to arrive at one kind of 
equipment. 

General Baxer. There is quite a story behind this, sir, and it goes 
into the entire MATS fleet. I can cover it in summary, and I believe 
the — has it in great detail, if you would care to go into it in 
detail. 

Back in 1950, the Air Force, our MATS fleet particularly, were 
interested in a high-frequency radio, and about the 144-channel was 
the area in which they were interested. 

I have been informed that at that time there was only one supplier 
of this type of equipment in the country. This was in 1950. Be- 
cause of that, the Air Force at that time procured this particular set, 
which seemed to meet the requirements of. the MATS fleet and of the 
MATS commander. 

Therefore, since that time, they have continued, for reasons of 
logistics support, and the fact that this was apparently a very fine 
set from an operational point of view—they have continued to use this 
set, and, when the CRAF program came along, the Air Force decided 
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at that time, in order to simplify logistic problems and also because 
the set was performing very well, technically and operationally, they 
felt that they would like to stick with this particular set, and, there- 
fore, it was at that time put into the CRAF program. 

That is the summary of how this particular situation arose. 

Senator Ture. Did you get any competitive bid or any competition 
in the supplying of the equipment under such a decision ¢ 

General Baxer. No, sir. 

Senator Tuyr. Wasn't that ever considered ? 

General Baxer. As far as I know, I don’t believe it was, sir. 

Senator Ture. Do you not think it would have been advisable to 
determine whether there would have been an economy, had some com- 
petitive opportunities been presented / 

General Baxer. I personally do. 

Senator Toye. You do? 

General Baker. Yes, sir. 

Senator Tuyr. I would think so, because there can be no question 
but that whoever processed or manufactured the product, if he knew 
that he was the exclusive supplier, would be in an easy position, but, 
if he knew that he was competitive, then every determination would 
have to be made to reduce the cost wherever it could be reduced. 

General Baker. I personally concur, sir. 

Mr. Opvom. Senator Thye, perhaps Mr. Leuteritz might have some 
information, since he is in the industry, as to how many qualified sup- 
pliers there are that could furnish this type of equipment. Could 
you give the committee the benefit of your information on that, sir? 

Mr. Leurerirz. Perhaps a little review of the history of some of 
this might be of interest to the committee. 

This question of multifrequency transmitters for airline operation 
was something that was discussed for years. This group of Aerocom 
is the outgrowth of the design and the development laboratory of the 
Pan American Airways System, that first had all of the problems of 
international operation thrown in its lap, going back to the early 
1930’s. 

We had a problem then of getting suitable equipment for inter- 
national operation for use in the Tropics and use in the Arctic, and 
none of the larger manufacturers in the States seemed to be interested 
in those problems. 

So it was necessary for Pan American to set up a laboratory to solve 
those particular problems, and they did. And, later on, that infor- 
mation was made available to the military services. 

I participated in a very important program, prior to the last World 
War, of setting up innumerable radio stations on a global basis for 
the use of the Air Forces, and the question of frequencies for routes 
was an important factor and brought about this problem of a multi- 
frequency transmitter and a receiver to go with it. 

I had the laboratory develop first a 12-channel transmitter. Later 
on that was modified to 24 a aoehe Again it was modified to 48 
channels, and then it was modified to 96 channels, and finally wound 
up as a 144-channel transmitter, as probably being the ultimate. And 
I think I can safely say that we were the first ones to bring out a 
transmitter of 144 channels. 

Senator SmarHeErs. When you say “we,” to whom do you refer? 

71813—56—pt. 19 
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Mr. Levrerrrz. Aerocom, because Aerocom took over this design 
and development laboratory from Pan-American Airways, and that 
started the functioning of the company in 1946. That was the begin- 
ning of it, so that there is the historical background of this multifre- 
quency problem. 

Mr. Onom. Now, when MATS went into it and started buying this 
equipment, I understand they bought it from Collins Radio; is that 
correct? Similar type equipment ? 

Mr. Leutertrrz. I baliges they did. 

Mr. Opom. At that time, did Aerocom at all participate in it or 
take any interest in it? 

Mr. Sutirncer. May I answer that? 

Mr. Leurertrz. Yes. Mr. Sullinger can probably answer that. 

Mr. Sutirncer. Did I understand you to say, General, that you 
started buying the Collins equipment in 1950? 

General Baker. 1950 is the year that I was told. Is that right? 

Lieutenant Colonel Sansone. It is the same period of time that we 
went from CW to voice. It was roughly in the period of 1950. 

Mr. Sutitncer. I thought it was 1953, because we delivered our 
first 144-channel equipment in 1952, the latter part of 1952, so that 
if they bought it earler than that, it is contrary to my understand- 
ing, but we did not have anything to offer at that time in connection 
with the 144-channel equipment. 

Senator Smatuers. But you do have something to offer today ? 

Mr. Suturcer. Yes, sir. And we have a lot of it out in service. 

Senator Smatruers. We are happy to see you, Senator Morse, and 
glad you could make it. 

Senator Morse. Thank you. 

General Baker. Sir, may I correct that statement of 1950? 

Senator Smaruers. Yes. 

General Baker. Actually, the contract for this was in 1953. 

Mr. Sutiincer. Yes. 

Senator Smatuers. Made in 1953? 

General Baker. Yes, sir. 

Senator SmatueErs. So that at the time you people contracted with 
the Collins Co. for the Collins equipment, there was this other company 
making a similar type of equipment; is that not correct? 

General Baker. If that statement is correct, that is true. 

Mr. Suxirncer. Yes. We started delivering in the latter part of 
1952. 

Senator Smaruers. And at that time, you did not open it up for 
bid, as Senator Thye has said. You merely picked out one and entered 
into a contract with them, which you now say you do not think is 
the correct procedure ? 

General Baker. Sir, the Air Force picked out a contractor. 

Senator Smatuers. The Air Force; yes, sir. Well, that is a broad 
category, and we cannot jump on the Air Force too hard. 

I understand now that, since this matter has been called to your 
attention, however, you have changed the policy. And what is your 
policy now? 

General Baker. Sir, the policy of the Air Force since January 3 is 
that the airlines 
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General Baker. Yes, sir; January 3 of 1956—is that the airlines 
may select any type of 144-high-frequency radio and that the Air 
Force will support the provisioning for that and will in the event of 
mobilization provide the radio that they are provisioned for. So, in 
effect, Aerocom and other competitors can go to airlines and can sell 
them the equipment, and the Air Force will treat them exactly as they 
have treated Collins in the past. And I have a letter which went out 
on January 3 to all airlines implementing this instruction. 

Senator Smaruers. I wonder if we could make that letter a part of 
the record. 

General Baker. Yes, sir. 

Senator Smatuers. Now, this is the letter which says in effect just 
what you have finished saying 
General Baker. Yes, sir. 

Senater Smaruers. That the airlines can pick out any kind of 
equipment that they want ¢ 
yeneral Baker. Yes, sir. 

Senator Smatuers. And the Air Force will pay for the provision- 





in 





General Baker. The provisioning. 

Senator Smaruers. And in the event of mobilization ¢ 

General Baker. And in the event of mobilization, they will furnish 
that set; yes, sir. 

(The letter above referred to is as follows:) 


HEADQUARTERS, 
Air MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, January 3, 1956. 


Subject: CRAF HF Requirement. 


GENTLEMEN: The purpose of this letter is to amplify the procedures for satis- 
fying the Air Force requirement for high-frequency equipment in connection 
with the CRAF program. Each airline participating in the Civil Reserve Air 
Fleet program shall have the right to exercise an option permitting it to specify 
the exact type of airborne high-frequency equipment it desires to have installed 
in its aircraft. This option may be exercised for both inservice and inproduction 
aircraft. 

For group A modification contracts the airline shall have the responsibility 
of indicating to the Air Force the type of HF equipment for which it desires 
group A provisioning. The Air Force shall reimburse the airline for such re- 
quired group A provisioning. 

For group B modification contracts the Air Force shall reimburse the carrier 
for the purchase of end-item group B components necessary for the HF pro- 
visioning in the contractor’s aircraft. These components for the high-frequency 
equipment selected by the airline shall be Government owned and for the pur- 
poses of the group B contract shall be considered as contractor furnished group 
B equipment (CFE). In the event that the carrier selects the Collins 6188-1 
HF transceiver, the necessary group B components will be furnished from Air 
Force stocks and shall be considered as Government-furnished property (GFP). 

It should be noted that in each instance the Air Force will accept only HF 
equipment which is CAA certified and will also satisfy CRAF operating re- 
quirements. 

As in the past, the Air Force will continue to provide HF provisioning and 
components only for those aircraft which do not already have installed HF equip- 
ment of a type which will satisfy the CRAF requirement. If aircraft require 
144-channel HF equipment in their normal commercial operations, the cost of 
such equipment will be borne by the carrier. 

Sincerely, 
OLIVER C. Brum, 
For ABTHUR G. FRANKEL, Jr., 
Lieutenant Colonel, USAF, Chief, Airlines Branch, 
Airlines, Maintenance and Service Contracts Division. 
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Mr. Opom. Now, is that applicable to these airlines that are using 
this equipment at the present time, or not ? 

General Baker. You mean, if they presently have the Collins? 

Mr. Opvom. Not in their aircraft: But, I am sure that they will be 
buying other aircraft and new aircraft. 

yeneral Baker. Absolutely, on new aircraft. It is absolutely ap- 
plicable. It is applicable on any aircraft that has not already been 
provisioned. 

Mr. Opom. And you will provide the provisions in the new aircraft 
for those companies which have a need for it 

General Baker. Certainly. There has been no change in the basic 
policy. There is no change in the basic policy that, if the airline re- 
quires the equipment, we will then not provide it. 

Mr. Opom. General, isn’t it rather difficult to determine, or is it 
difficult to determine, whether an airline has a need for the equip- 
ment in new aircraft that it purchases? Is it possible that if an air- 
line buys or decides to buy some more aircraft, that on some of its 
services it might have a need and on other services it might not? How 
would you know whether this aircraft would be used on that part of 
its service where it would have a need or on that part where it would 
not have a need ¢ 

Lieutenant Nyman. The airlines have been very fair with the Air- 
Force in this respect, inasmuch as they do these modifications gen- 
erally at cost. Furthermore, the cost of the provisioning, as such, is 
not that great, while the aircraft is still in production, because an in- 
production aircraft even runs less money than this $800 to $1,200 that 
we were talking about, for an inservice aircraft. 

Mr. Ovom. I know, Lieutenant. But can you answer my question ¢ 
An airline comes to you that has two services, one service which has 
a need for this ee a ment and another service which 
does not have a need for this high-frequency equipment? I am sure 
there are such airlines; are there not? 

Lieutenant Nyman. Yes, sir; there are. 

Mr. Opom. If this airline comes to you and says, “Now, we are go- 
ing to buy a new aircraft; we are not going to use this aircraft on 
one of our services that does not need this particular equipment ;” 
would you go ahead then and pay for the provisioning of this equip- 
ment in that aircraft ¢ 

Lieutenant Nyman. No, sir; we would not. It would be a determi- 
nation that would be up to us, and we have made it in the past. 

Mr. Opom. I say, if they tell you that this particular aircraft is not 
going to be used on their services where there is a present need for 
this equipment, would you pay for the basic provisions necessary for 
th installation of this equipment ¢ 

Lieutenant Lyman. No, sir. 

Mr. Opom. You would not? 

Lieutenant Nyman. No, sir; not while the aircraft is in production. 

Senator SmarHers. Let me ask you this. Now, let us take Braniff 
Airways as an example. They operate domestically and they op- 
erate internationally. 

Lieutenant Nyman. Yes, sir. 

Senator SmarHers. Now, when they are getting a new plane, we 
will say from the Douglas Aircraft Corp., as a matter of policy, do 
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‘they not have all of those planes that they are accepting from the 


manufacturer provisioned with this 144 equipment for the simple 
reason that they do not know possibly from one year to the next when 
that particular aircraft at one time will be operating from Chicago 
to Dallas and then the next year they may have it running from 
Miami to Peru, and to Buenos Aires? 

Lieutenant Nyman. Yes, sir. 

Senator SmaTuers. So, is it not a fact that probably all of these 


-aircraft are today being provisioned as they come off the manu- 


facturer’s ways? 

Lieutenant Nyman. By the Air Force or by the airlines? 

Senator Smatuers, By the airlines, but the Air Force is paying for 
the provisioning. 

Lieutenant Nyman. No, sir. If they are being provisioned by the 
airlines, then the airlines are paying for the provisioning. 

I can give you a rapid rundown. On Pan-American, we have not 


paid for one in-production aircraft for provisioning. For Braniff, 


we have not paid for their international aircraft. 

Mr. Ovom. Their operation, though, is from Maine to Mexico, is it 
not, and they do not need it? Braniff would never need this particular 
equipment for it’s aircraft; would it? 

Lieutenant Nyman. That is right. We have paid for their 618’s. 

Mr. Opom. You have paid for them? 

Lieutenant Nyman. Yes, sir. Douglas put it in production. 

Senator Smaruers. Braniff runs to Buenos Aires through Peru. 

Mr. Opom. Do they? j 

Lieutenant Nyman. Yes, sir; they do. But they would not require 
it for South American operations. 

Senator Smaruers. They do not require it for South American 
operations. How about TWA, just as an example / 

Lieutenant Nyman. I don’t have a breakdown on TWA. We paid 
for some, and they were generally inservice aircraft. So there was no 
question about it. There are only, I believe, eight aircraft in ques- 
tion that they have bought since the 4: opr was at its inception. 

Senator Smatuers. I do not go so far as to say that probably it 
might not be a good idea to put all this equipment in these aircraft 
at the time that they come off the manufacturer’s ways, because it 
seems to me that they would hardly know when their aircraft are 
going to have to operate domestically or when internationally, such 
as a line like TWA that operates both internationally and domesti- 
eally. But in any event, you say that you only pay for those where 
they actually do not need it in their regular operation? 

Lieutenant Nyman. Right, sir. 

Mr. Opom. Senator, could we ask the lieutenant: How do you de- 
termine that? 

Here is an airline where on part of its operation they need the 
equipment and on part of their operation they do not need the equip- 
ment. They come to you and say, “Here is an aircraft that we are 
going to use on our part of the operation which does not need the 
equipment. Will you pay for the provisions?” Now, I take it you 
would pay for the provisions; is that correct ? 

General Baker. I would like to pick this up just briefly from the 
lieutenant. He is the expert on the CRAF program, and I certainly 
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am not. But I believe that what we are really talking about, are we 
not, is whether or not we can trust the airlines to tell us at the time they 
are producing it whether they will or will not need this type of equip- 
ment. That isthe basic question. 

I think that our experience with the airlines has been that they have 
been truthful with us in this regard, and, secondly, the reward for, let 
us say, not being true is fairly small, because the cost of the provision- 
ing is much less than $800. I will say $600 or $700. I am sure that 
is a very minute portion of the cost of a new Constellation or some 
other type of four-engine aircraft. 

Lieutenant NyMAN. $2,500,000 is the general run of their in-produc- 
tion aircraft now. 

Mr. Ovom. I know, Lieutenant and General. I know that that is 
your position. I know that you have every reason to give credence to 
what the airlines tell us. But, how can we explain the situation where 
a small-business man, who has been furnishing these airlines with 
equipment that they have been satisfied with, says that the airlines 
come and say, “We want to buy your equipment, but we cannot buy it 
because the Air Force would pay for the necessary provisions if we 
bought this equipment from Collins” 

Now, that indicates to me either that your policy, which I think is a 
good policy, has not gotten down to the people who are actually dealing 
with the airlines, or else the airlines do not understand that policy, 
one or the other. Don’t you think that is a fair statement? 

General Baker. I see your point. Yes; I do think that is a fair 
statement, and I do think that perhaps if we had instances, we might 
go directly to the airlines and explain our policy. 

I would like to say this, though, from a fellow in the procurement 
business, that anyone who wants to do anything or does not want to 
do anything, they usually find some way to blame the people in the 
procurement business for some reason or other. 

Mr. Sutirincer. I will grant you that. 

General Baker. I am sure we all concur in that statement. 

Senator Smatuers. Mr. Sullinger, do you find, as a small-business 
man who is supplying this kind of equipment—is it your judgment 
that this particular letter and order which the general has now enun- 
ciated as of January 3, permitting the airline operators to pick out any 
company they want, and all companies getting the same treatment 
from the Air Force—that that satisfies your particular problem ? 

Mr. Suxuincer. I think it does if the spirit of the thing is carried 
out to the lowest level, in other words, to the people who actually come 
. Pom with the airlines, because there are certain things which can 

» done. 

In fact, I have one other point that I would like to raise. I don’t 
know if this is the time. But we have been told that it has happened. 

Senator Smatuers. All right, sir. What is that? 

Mr. Sutirncer. One of the arguments which some of the airlines 
say they have been given for provisioning for the Collins equipment 
is that—remember, these are international carriers—-that when they 
are overseas, if they have trouble with this Collins set, they can put 
in to an Air Force base which stocks this equipment; they will swap 
them a good set—they will take off the defective set and put a good 
set on, with no charge. 
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Lieutenant Colonel Sansone. In peacetime / 

Mr. Suiirncer. Yes, sir. 

General Baker. I have never heard of that. I would like instances 
of these things. 

Mr. Sutirncer. I am not 

Senator Smaruers. I would think this, that if you have some proof 
of that, you ought to present it to the Air Force and, in turn, to this 
committee, and we probably can remedy that. Now that you have 
mentioned it, I am sure that the general and his staff will look into 
that and check to see whether or not there is any such practice like 
that going on. You gentlemen are quite sure that there is not‘ 

Mr. Suuircer. The only question in my mind is, do these gentle- 
ment know everything that is going on at the lower level. 

General Baxer. I do not understand. I would say this as director 
of procurement and production: I will assure you, without any ques- 
tion, that the directive that has gone out to the airlines will be imple- 
mented insofar as we in the procurement end can do it. And we 
have a great deal of authority and can exercise a great deal of influence 
on seeing that they are implemented. 

As far as the other elements we may be talking about in the Air 
Force are concerned, if I knew of them, I would certainly see that. the 
a officials are advised. ; 

Mr. Suxiincer. I am not at liberty to quote anyone, because the 
information that we got was obtained on the basis that we absolutely 
would not be permitted to quote it. We are not a large organization. 
We cannot go out and get proof. 

And, let me say that I have a great respect for the Air Force. | 
am not up here trying to belittle the Air Force. I am all for it, but 
we have been hurt on this business—we have been hurt. We are a 
small business. And I think that the top people in the Air Force 
want to correct it. I do not have any doubt of that at all. I know 
they do; but I think that some ale at the lower levels have been 
promising certain things and making certain statements that, perhaps. 
the top echelon in the Air Force does not know about. 

All of this cannot be wrong, gentlemen. I know it cannot be. 

Mr. Levuteritz. Could it be, General Baker, that some of the per- 
sonnel in the Air Force in another branch, other than in procurement, 
for instance, in the maintenance groups or in the service groups, down 
below, are doing it? 

General Baxer. I think that. the answer really is in specific exam- 
ples. If you do not want to state them here, I am in Dayton. My 
office is open to you. If you care to come in and discuss these points, 
if they are actual cases, I will see that they are checked, and if they 
can be substantiated, we will certainly see that action is taken on them. 

Mr. Suuurneer. I might say this, that our experience on the west 
coast is that there has been a marked change out there within the last 
4 or 5 days. 

General Baxer. As a result of our letter? 

Mr. Sutirneer. Yes. 

General Baxer. I think that is what we expected it would be. Our 
letter was very specific, and very clear, and went right to the point. 

I think, if a marked change has been made, we should be compli- 
mented, because the Air Force was advised of this situation only a 
short while ago. 
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Mr. Suniincer. I want to thank you for it. I appreciate it. 

Senator Smaruers. I think that is a note upon which we could, 
probably, end this hearing. I think that the Air Force should be com- 
plimented on the fact that, when this particular problem was called 
to their attention, General Baker did something about it. 

And, it now appears that small business, such as yours, Mr, Sul- 
linger, will have an equal opportunity with any other business. to 
provision these aircraft. We, of course, cannot, as a committee, pick 
one company over another. 

Mr. Sutzinger. No, sir. 

Senator Smaruers. We only ask that each have an equal oppor- 
tunity to sell its equipment. 

It would seem to me that the Air Force would be very wise in not 
having just a single source of supply, because it seems to me, as a 
matter of defense safety, that, if something should happen to that 
one particular manufacturer and they found themselves with that 
manufacturer not in operation for a period of 6 months, it might 
actually endanger the leone of the country. 

So, it would appear to me that, in the interests of defense security, 
the Air Force would be better advised to broaden its base of supply 
and create more suppliers, if necessary, so that they will always have 
something. 

Do you have anything that you want to add, Senator Thye? 

Senator Tuyer. I have nothing, sir. Thank you. 

Mr. Suitzincer. May we obtain photostatic copies of that letter? 

Senator Smaruers. You may. We have one here which I think is 
very specific and to the point, which Mr. Odom will supply you with, 
if you do not now have it. Of course, this record is a matter open to 
the public, so you can get it all. 

I thank all of you gentlemen for being here with us this morning. 
Thank you very much. 

We will now stand adjourned. 

(Whereupon, at 11:20 a. m., the subcommittee adjourned.) 
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APPENDIXES 


APPENDIX I 


(Correspondence between General Accounting Office and the Department of Navy 
and final opinion of the Comptroller General with reference to Projection Optics 
Co. protest of procurement of lenses on negotiated basis. Referred to by Mr. 
Bannerman, Office of Naval Material, at p. 61.) 


Untrep STates GENERAL ACCOUNTING OFFICE, 
OFFICE OF GENERAL COUNSEL, 
Washington, November 8, 1955. 
The honorable the SECRETARY OF THE NAVY. 
(Attention: Paul V. Snow, acting counsel, Bureau of Ships.) 


Dear Mr. SECRETARY: Forwarded herewith is a telefax received November 7, 
1955, from Fred EB. Aufhauser, president, Projection Optics Co., Inc., Rochester, 
N. Y., protesting the procurement of lenses on a negotiated basis and requesting 
that procurement action on that basis be halted or rescinded. 

With the return of the telefax, it is requested that a full report be furnished 
with regard to the protest, including a copy of the invitation for bids or request 
for proposals, an abstract of bids received and a reference to the contract awarded 
to the successful bidder, giving the number and date of the contract, if an award 
now has been made. 

Sincerely yours, 
J. E. WetcH, 
Assistant General Counsel 
(For the Comptroller General of the United States). 


DEPARTMENT OF NAVY, 
Washington, November 28, 1955. 

My Dear Mr. CAMPBELL: This is in reply to your letter of November 8, 1955, 
concerning a protest received by you from Fred E. Aufhauser, president, Pro- 
jection Optics Co., Inc., regarding a Navy procurement of 2,300 2-inch anamorphic 
lenses. 

The procurement in question was negotiated by the Bureau of Ships under 
the authority of section 2 (c) (1) of the Armed Services Procurement Act of 
1947, resulting in the award of Contract NObs—67670 on October 10, 1955, to 
Bell & Howell Co. As required by Navy current Procurement Directive 57-54 
(copy enclosed), the Bureau of Ships Director of Contracts made a memorandum 
for the file prior to the soliciting of proposals. This memorandum justifies the 
negotiation under the principles of section 2 (c) (14) of the Armed Services 
Procurement Act. A copy of this memorandum is also enclosed. 

The telefax received by you from Mr. Aufhauser is returned together, with a 
copy of the Chief of Naval Material’s reply to Mr. Aufhauser’s wire of November 
6, 1955. The above reply describes in detail the circumstances under which the 
procurement was made. 

As you requested, a copy of the request for proposals is also forwarded. 

Sincerely yours, 
R. H. Footer, 
Assistant Secretary of the Navy (Material). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, December 9, 1955. 
The honorable the SEcRETARY OF THE NAVY. 
Deak Mr. SECKETARY: Reference is made to your letter of November 23, 1955. 
in response to our letter of November 8, 1955, concerning a protest by Projection 
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Optics Co., Inc., regarding a Navy procurement of 2,300 2-inch anamorphic lenses. 
Enclosed is a copy of our letter of today to the protesting bidder. 
Sincerely yours, 
, JoSePH CAMPBELL, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, December 9, 1955. 
ProsectTion Optics Co., INC., 
Rochester 6, N. Y. 
(Attention: Fred BE. Aufhauser, president.) 


GENTLEMEN: Further reference is made to your telefax received November 
7, 1955, protesting the award of any contract on a negotiated basis for the pro- 
curement of 2,300 2-inch anamorphic lenses. 

You request that any and all action to procure the lenses be halted or re- 
scinded on the following grounds: 

1. No emergency procurement is involved ; 

2. The Bell & Howell Co., as the successful bidder, is neither the sole source 
of supply nor has lenses commercially available ; 

8. The removal of bidders from the list of qualified bidders was improper 
and highly irregular ; 

4. The procurement should be formally advertised rather than negotiated in 
secret: 

5. Partial requirement should be set aside for small business ; 

6. Resultant considerable savings to the Navy; and 

7. Proposed expenditure of approximately $214,000 for the lenses not in the 
best interest of the Government. 

The Department of the Navy now has forwarded a copy of the reply of the 
Chief of Naval Material of that Department to your wire of November 6, 1955, 
which reply sets forth in detail the reasons for the administrative action taken 
in awarding a contract to the Bell & Howell Co. for furnishing the lenses. 
The Department also reports that the contract was negotiated with that com- 
pany by the Bureau of Ships pursuant to the authority of section 2 (c) (1) of 
the Armed Services Procurement Act of 1947 (62 Stat. 21). 

The statute referred to provides that all purchases and contracts for supplies 
and services may be negotiated, without advertising, by the agency heads speci- 
fied in section 2 (a) of that act, including the Secretary of the Navy, if deemed 
to be necessary in the public interest during a period of a national emergency 
declared by the President or the Congress. Such an emergency was declared 
by the President on December, 16, 1950, and on December 18, 1950, the Assistant 
Secretary of the Navy determined that it was necessary in the public interest 
that purchases and contracts for supplies and services be negotiated without 
formal advertising during the period of the national emergency. 

Tt is clear from the record that the action of the Navy in awarding the con- 
tract to the Bell & Howell Co. was within the negotiation authority of the 
Secretary of the Navy. When that authority applies and is used the terms and 
conditions upon which proposals are requested and the extent of any advertis- 
ing which may be employed are matters primarily for determination by the 
Department of the Navy. Under the authority to negotiate, the agency head, in 
this instance the Secretary of the Navy, legally may take into consideration not 
only price but all factors essential to the procurement involved, and, as indi- 
cated, the rules and procedures applicable to procurement by formal advertise- 
ment do not apply. 

Therefore, and since the evidence submitted, which as stated above includes 
a copy of the Navy Department’s letter of November 21, 1955, to you, fails to 
show that the negotiation authority was exceeded or abused by the Department 
of the Navy, there is no further action we properly may take in the matter. 

Very truly yours, 


. JosePH CAMPBELL, 
Comptroller General of the United States. 
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Appennix II 


(Written verification of authority granted Mr. Flaherty, Bureau of Ships, De- 
partment of Navy, to negotiate pursuant to sec. 2 (c) (14) of Armed Services 
Procurement Act of 1947. Referred to by Mr. Flaherty at p. 66.) 


BUSHIPS D&F No. &-73 
P. R. No. 565-2237 


DETERMINATION AND FINDINGS 
AUTHORITY TO NEGOTIATE INDIVIDUAL CONTRACT 


Upon the basis of the following findings and determination which I hereby 
make as Director, Contract Division, Bureau of Ships, pursuant to the provisions 
of NCPD 57-54, the proposed contract described below could be negotiated with- 
out formal advertising pursuant to the authority of section 2 (c) (14) of the 
Armed Services Procurement Act of 1947. 


FINDINGS 


1. The proposed contract calls for the furnishing of a quantity of 2,300 
anamorphic lenses, size 2 inches for wide-screen projection. The estimated cost 
of this procurement is $230,000. 

2. These lenses have been described as technical and specialized by Nuvy 
engineers. 

3. The only manufacturers who have manufactured lenses of the required type 
and who are capable of manufacturing the quantity desired in the time required 
are Bell & Howell Co., and Bausch & Lomb Optical Co. Motion-picture film 
requiring the anamorphic lens will be available in August 1955 and the fleet will 
not be able to show the pictures until these lenses are available. After October 
1955, 80 percent of all available films will require anamorphic lenses. 

4. Either of the above manufacturers can commence delivering production 
quantities of these lenses by December 15, 1955. It is estimated that no other 
company can commence deliveries before September 1956 since extensive design 
and testing work would be required in preparation for manufacture of these 
lenses. 

5. The showing of motion-picture films is an important morale factor with 
the fleet. The conversion of motion-picture projectors to show wide-screen 
projection films is a part of the habitability program now being conducted by 
the Navy. The habitability program has been given a high priority by the 
Chief of Naval Operation. Only the above-named manufacturers can meet 
the urgent delivery requirements of this procurement. 


DETERMINATIONS 


1. The supplies to be procured under the proposed contract are of a technical 
and specialized nature. 

2. The supplies to be procured under the proposed contract are such as to 
require an extended period of preparation for manufacture. 

3. Procurement by advertising and competitive bid will require duplication 
of preparation already made, and will unduly delay procurement of the supplies. 


T. L. Harrison, 
Director of Contracts. 
Aveust 29, 1955. 
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APPENDIX III 


(July 25, 1955, letter from Department of Navy to Projection Optics Co., Inc., 
Rochester, N. Y., stating no further tests on 35-millimeter anamorphic lenses 
were contemplated. (Referred to by Mr. Van Niman of the Department of 
Navy at p. 69.) 

Ser 565-3715 
$85 (565-E) 


DEPARTMENT OF NAVY, 
July 25, 1955. 
PROJECTION Oprics Co., INC., 
Rochester 6, N. Y. 
(Attention Mr. Fred E. Aufhauser.) 


GENTLEMEN: Your letter (FEA/am) of June 2, 1955 is acknowledged. At the 
present time no further tests on 35-millimeter anamorphic lenses are contem- 
plated, pending completion and use evaluation of the current cinemascope con- 
versions, but the information submitted will be held for reference. 

The Bureau is interested in your comments regarding anamorphic lenses for 
16-millimeter projectors. A conversion program for the Navy’s 16-millimeter 
projection equipments is under consideration at the present time. Initial think- 
ing is along the lines of. “package” type anamorphic lens assemblies incorporating 
both the cylindrical elements and the spherical elements in a single housing which 
can readily and safely be installed or removed in the JAN projector lens car- 
riage. Military equipment is subject to rough handling by frequently changed 
and sometimes inexperienced personnel, and any required precise operations, 
such as assembling or disassembling finely threaded adapters and attachments 
on existing lenses, are a potential source of trouble and expense. 

A special consideration for Cinemascope lenses to be used aboard ships is that 
in many shipboard 16-millimeter installations the maximum screen widths pos- 
sible are strictly limited by the dimensions of the spaces in which the pictures 
must be exhibited. In exposed topside locations wind resistance imposes severe 
limitations on maximum practical screen dimensions. While it is planned to re- 
survey representative types of vessels in an attempt to provide Cinemascope 
proportions without materially reducing present picture areas, it is inevitable 
that in many cases much longer focal length anamorphic lenses will be needed 
than the focal lengths now available in the JAN spherical lenses, probably up 
to at least 7.5 inches. 

If at all possible, lenses of the various focal lengths should have a large toler- 
ance as to throw without the need for variable elements or additive corrective 
elements. 

Admittedly this may not be optically possible without excessive image degrada- 
tion, but the Bureau desires information as to what is possible and at what cost 
in overall quality of performance. 

Your comments regarding the general requirements noted are solicited as soon 
as possible, and the Bureau would appreciate receiving now technical informa- 
tion (resolution, speed, distribution uniformity, freedom from distortion, weights, 
and dimensions, etc.) on any existing types of 16-millimeter anamorphic lenses 
you may have designed or in production. Such information would of course be 
regarded by the Bureau as confidential if it is not presently in published form. 

Similar letters are being written to other manufacturers of optical equipment. 
Based upon the replies received, and upon further consideration of the Navy’s 
specialized needs, it is planned to prepare a specification at an early date. 


EVERETT L. MARTIN, 
Head of Acoustics Section, Interior Communications and 


Fire Control Branch, Ship-Technical Division. 
By direction. 


APPENDIx IV 


(STATEMENT OF E. THEODORE ARNDT, WASHINGTON OFFICE, ProsecTION Optics Co., 
Inc., SUBMITTED SUBSEQUENT TO THE JANUARY 9-10 HEARING) 


Senator Smathers, I am grateful for the opportunity to be recognized since 
my name has been mentioned by the Navy officials at several places during this 
hearing. I believe that some of these statements are not only incorrect and 
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untrue, but also misleading. Moreover, the real issues, that are the acts of im- 
propriety of which, as we feel, the Navy has been guilty should be more fully 
brought to your attention. 

1. Mr. M. L. Flaherty and Mr. Roy T. Van Niman, of the responsible Ship- 
Technical Division testified that I did not make myself known to their office 
“until the day before Thanksgiving’ (November 23, 1955). This is untrue. My 
files show, and I verify this herewith, that I have called personally on the small- 
business specialists of the Bureau of Ships, Lieutenant Bomford and others, at 
repeated intervals during the past years; that I had a number of lengthy tele 
phone calls with Mr. Philip M. Cowett, of Mr. Flaherty’s section as early as 
April 5 and 7, 1955, in regard to Cinemascope conversion of Navy facilities, and 
that Mr. Cowett assured me at that time in his very words that “everybody is 
going to get a fair and square deal.” 

On November 4, 1955, I visited Mr. Flaherty's office and was directed to discuss 
this matter with Mr. van Niman. Mr. van Niman told me then—-and I am pre- 
pared to testify under oath to any of these statements that I am making here 
that the entire Cinemascope conversion was still a matter of continuous study ; 
that it would not be necessary for any of our engineers to call on this section: 
and that their study was expected to be completed in mid-January 1956. During 
the course of this visit, Mr. van Niman mentioned also that the Navy had found 
it necessary to go out in the meantime to buy a “few Cinemascope lenses” for 
a “few vessels” ‘“‘on an experimental basis’ and that this had been handled “on an 
emergency basis.”’” Upon my question why we had not been permitted to quote 
on this emergency procurement, Mr. van Niman answered that our name had 
been on the original list of sources of supply, as submitted to the contracting 
officer ; but that “by higher authority” the name of our company had been re- 
moved. Mr. van Niman stressed several times that nobody in his section had 
anything to do with the removal of our company from the list of prospective 
suppliers ; and repeatedly impressed on me that “by higher authority” the name 
of our company had been deleted from this list. Incidentally, this statement, 
that the name of Projection Optics Co. was removed by higher authority from 
the suggested list of suppliers, was also confirmed to me by Mr. Coleman Morris, 
the negotiator in the Bureau of Ships of the Bell & Howell contract. 

2. Mr. Flaherty testified that on August 17, 1955, he signed the procurement 
request and suggested then to the Contract Division that the Cinemascope 
lenses be negotiated among the 10 companies which included the name of our 
company ; but that he was advised that it could not be done. Since April 1955, 
his section had been working on the technical aspects of Cinemascope con- 
version. On the basis of Mr. van Niman's letter of July 25, 1955, to 10 companies 
and Mr. Cowett’s earlier statement to me in April 1955 that everybody would 
get “a fair and square deal,” evidently Mr. Flaherty recommended on August 17 
that we and 9 other suppliers should participate in the negotiation. On that 
day, as late as August 17, 1955, Mr. Flaherty and his associates must have been 
convinced of the technical ability of these 10 companies to perform. Who then 
is the “higher authority” who “advised” these technical experts that only 2 
companies could perform? 

3. As regards Mr. Bannerman’s statement that I exhibited to the Navy a 
detailed working drawing of a lens on which we had submitted a quotation, I 
herewith submit as exhibit B a copy of my memorandum of December 8, handed 
personally to Capt. J. B. Duval, Jr., together with this drawing on December 9 
in order to clearly spell out what this drawing was and in order to obviate any 
possible later confusion or misinterpretation. In my memorandum to Captain 
Duval (see p. 5, last paragraph)’ I referred to this drawing clearly as a 
‘preliminary detailed working drawing.” [Italic supplied.] In all subsequent 
dealings with the Navy, I emphasized that this drawing, prepared within 24 





1 The paragraph referred to by Mr. Arndt is as follows: 

“Not only was Projection Optics Co. able to deliver, on November 10, 1955, to the Navy 
a firm rw under BuShips P. R. 565-2237 after release on November 9, 1955, by the 
Navy of the specifications contained in this ore al; but it cam likewise be shown that a 
postnaty detailed work drawing of the 2-inch 16-millimeter anamorphic lens was com- 
pleted by November 10, likewise within 24 hours after release of the specifications. Fur- 
thermore, it took Projection Optics Co. less than a week to make up a working model of 


this 2-inch anamorphic lens for test purposes, in accordance with their proposal of 
November 10.” 


The entire memorandum was retained in the committee files. 
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hours, showed at least the basic optical principle and could certainly be im- 
proved, to what was expected, within a very short time. I made it clear to the 
Navy officials that our preliminary working model made up by us voluntarily 
within 4 days was based on this preliminary drawing and was, of course, subject 
to further perfection. This preliminary model of ours was introduced into 
our discussions with the Navy with the thought in mind that we were able to 
develop, without any additional skill or lengthy development technique, a model 
equivalent to the Bell & Howell commercial-type 2-inch anamorphic lens which 
the Navy claimed came so close to their requirements and which formed the 
basis for this rush procurement. 

4. In the meeting on December 9, 1955, Mr. Miles, our chief optical expert, 
and I were asked by Captain Duval whether we would agree to have our model 
tested and, in Mr. Miles’ absence, I should like to make the following letter from 
him, dated December 29, 1955, part of this record: 

“Dear Mr. ArnpT: This is to confirm our telephone conversation this date, 
to the effect that I did not state at the time of our meeting with Captain Duval 
on December 9 that the preliminary working model of Projection Optics would 
meet all the Navy requirements. I could not have stated this because, as was 
known to all present, I had not inspected the lens in any way. 

“After I had inspected the lens (with small revisions), I did not stop the 
test at the New York Navy Yard because I thought it best to demonstrate 
that Projection Optics was capable of producing anamorphic lenses, and further, 
that they had a model prepared which was similar to the Navy requirements. 
All those present at the test, including Mr. Cowett, agreed that it was obvious 
that Projection Optics could meet the Navy requirements, and that the changes 
required were not major. 

“The fact that these changes were not major is now borne out by the fact 
that a new design has been prepared, and is in the process of construction, 
which we anticipate will meet the Navy requirements, all of which requirements 
were not actually known to me before the tests at the New York Navy Yard.” 


“Yours very truly, ‘ at 
OHN MILEs.” 


5. I am authorized to state that the revised and more perfected model is 
fully equivalent to the Bell & Howell preproduction model, and Projection 
Optics Co. agrees to have it submitted to the Bureau of Standards for im- 
partial tests. 

6. Projection Optics Co. adheres, on the basis of their completed preproduc- 
tion model, to the same terms, that is price and delivery schedule, as quoted 
to the Navy in our proposal of November 10, 1955. 

7. Mr. Bannerman admitted in his testimony that the Chief of Naval Ma- 
terial, Adm. M. L. Royar made an erroneous statement in his letter to us of 
November 21, 1955, when claiming that after October 1955 a majority of films 
available for showing to the fleet would require projectors equipped with 
Cinemascope lenses. Mr. Bannerman testified that this error occurred because 
of a further erroneous statement, used originally in support of negotiating 
this procurement with only 2 firms, that “After October 1955, 80 percent of all 
available films will require anamorphic lenses.” We have now the testimony 
of the Army and Air Force that they are proceeding with great caution and 
do not attach any emergency or undue rush to the conversion of their 16-milli- 
meter facilities to Cinemascope. 

We have approximately 175 Veterans’ hospitals in this country with many 
thousands of patients who should be equally entitled to see Cinemascope films. 
According to our information, no action has yet been taken to convert even one 
hospital for Cinemascope showing, one of the reasons given that practically 
all studios, with the exception of 20th Century-Fox, provide Cinemascope 
pictures in flat, conventional, unsqueezed prints which can be shown with the 
normal projector lens. 

The ae of urgency, as cited by the Navy in support of the authority to 
negotiate, is admittedly absent, and we cannot see how responsible officials 
could have substantiated the findings for such an emergency when the com- 
panion services, with whom the Navy was in constant touch, are proceeding 
cautiously in the light of the true facts and, with the exception of the Far East 
Command, have not yet converted its domestic and overseas 16-millimeter - 
facilities. 
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8. The testimony indicates that Bell & Howell submitted a commercial 2-inch 
lens to the Bureau of Ships on August 2, 1955, and shortly thereafter the 
Bureau of Ships set up a requirement for a 2-inch lens. With the exception 
of Bausch & Lomb, none of the other 8 suggested suppliers appears to have 
been informed of the exact, then existing Bureau of Ships requirements; but 
the remaining 8 suppliers were deliberately kept in ignorance so that someone 
in the Navy could later on say when the procurement came up as was stated 
here “They have not produced any satisfactory (commercial) models * * *.” 

9. When we heard testimony tending to indicate that, besides the present 
contract Bell & Howell had only 2 other contracts of $303 each issued since 
1950, we believe it interesting to show for the record that during the last 2 
years only, that is 1954 and 1955, Bell & Howell were awarded by the Navy 
Department 11 contracts in the total amount of $344,000. 

10. Testimony here indicated that Bell & Howell had made commitments 
with subcontractors for the fulfillment of this procurement prior to the letting 
of the main contract on October 10, 1955. Again, if true, this would reflect 
on the way in which this procurement was handled and would place Bell & 
Howell in a favored position. 

11. It has been testified that there was a responsibility in the Navy to permit 
the Small Business Administration to examine the Navy procurements in order 
that small business would get its fair share, and that a representative from the 
Sma]l Business Administration (we are informed Mr. Russell J. Lantz), exam- 
ined this procurement. The Navy admitted in this hearing that the name of 
Projection Optics Co. was included on the suggested list of suppliers when the 
Small Business Administration representative screened the file jacket for the 
Cinemascope procurement. Nevertheless, some time between August 17, when 
Mr. Flaherty signed the basic requisition, and August 29, 1955, when the request 
for proposal was issued, somebody removed the name of Projection Optics Co. 
from the procurement jacket after first satisfying the Small Business Adminis- 
tration representative that Projection Optics Co. and other small business con- 
cerns were suggested suppliers. 

This rather strange transaction, nothing short of misrepresentation, tending 
to mislead another administration in our executive branch of Government, 
created by Congress to act as a watchdog for small business, is a travesty which 
ean hardly be ignored, and we respectfully submit that your committee, with 
your sincere desire to alleviate the plight of small business, will assist in bring- 
ing out the true motives which prompted this action. 

12. Under the fiscal policy of Congress appropriations for amusement and 
entertainment are always specifically allotted. The Bureau of Ships in pro- 
curing movies projectors for use on board ship, it is understood, is using its 
apprupriation of fleet maintenance funds for movie projectors, to be used pri- 
marily as training equipment. If it comes to amusement and entertainment 
purposes, the Bureau of Personnel in the Navy administers a separate fund 
which constitutes in part the surplus of Navy commissary stores or is appro- 
priated specifically for welfare and recreation. In connection with the pro- 
curement under NObs-67670, which is entirely for entertainment purposes, it 
appears that no entertainment funds have been used for this purpose. There 
ure no Cinemascope pictures for training purposes as yet, and none are expected 
to be available in the foreseeable future. All Cinemascope pictures available 
now or expected to be available at least for this emergency procurement, are 
solely Cinemascope pictures, for entertainment only. This further aspect would 
raise serious doubts as to the legality of the Bell & Howell Contract NObs—67670. 

13. Mr. Flaherty testified that the Cinemascope procurement action in the 
Bureau of Ships was based on section 2 (c) (14) (of the Armed Services Pro- 
curement Act of 1947, 62 Stat. 21). This section permits negotiation without 
formal advertising for “Supplies of a technical or specialized nature requiring 
* * * an extended period of preparation for manufacture,” defined under sub- 
section 3-214.2 of the Armed Services Procurement Regulations as “tanks, 
radar and guided missiles, e. g.”. This determination and findings under section 
2 (c) (14), as made by the contracting officer at the time when the request for 
proposal was issued on August 29, 1955, was also verified to us in several con- 
ferences at the Navy Department. 

It appears, however, that the Navy reported to the Comptroller General that 
this contract was negotiated pursuant to the authority of section 2 (c) (1) 
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of the Armed Services Procurement Act of 1947, as evidenced by a letter of 
December 9, 1955, from the Comptroller General, the Honorable Joseph Campbell.” 

Because of this misinformation which evidently misled the Comptroller Gen- 
eral in his decision and as it is evident from the testimony already on hand that 
the negotiation authority under section 2 (c) (14) was grossly abused, I re- 
spectfully submit that the entire record of this case be remanded to the Comp- 
troller General for further review and appropriate action. 


*The opinion of the Comptroller General referred to by Mr. Arndt appears in the 
appendix at p. 122, 


x 








